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omoVvrow 


Business trend . . . cotton crisis 
_,. more foreign loans . . . barter 
prospects... war. 


RETURN to “normalcy” is not in the 

cards as stacked for the immediate future. 
Instead, new issues and events are to flare 
into the open. 

To be watched are the following: 

Business: First quarter hesitation, while 
expected by economists here, is disappoint- 
ing. Gradual improvement lies ahead, bar- 
ring war. Unchanged is the forecast of an 
industrial production level between 104 and 
108 for 1939, contrasted with 85 in 1938 and 
110 in 1937. Construction, autos, Govern- 
ment spending will carry the recovery load. 
The 1940 outlook is obscure. 

Barter: Pressure will rise to exchange 
American cotton, lard, wheat, for German and 
Italian industrial products. Privately ar- 
ranged deals would be unimportant, except 
psychologically. Thumbs are down on any 
broad, Government-sponsored deal. The of- 
ficial motto: No help for the dictators; in- 
ternal pressures can force them to accept 
modified policies. 


* 

Cotton: Export markets are going; are 
likely to be largely gone. In the cards is a 
crisis, making the South outstandingly the 
Economic Problem No. 1. 
8,000,000 bales; present exports running un- 
der 4,000,000 bales. Inthe Government’s 
hands, 11,000,600 bales; ahead a prospective 
15,000,000 bales Maximum “dumping” pros- 
pect, 2,000,000 bales. Estimated cost of cot- 
ton relief subsidy for 1939 under probable 
Congress-sponsored plan: $350,000,000. 

Employment: Expected business improve- 
ment will leave 8,000,000 unemployed. Un- 
employment insurance will offer no real 
cushion; will continue to be deflationary. 
(See Newsgram Page 12.) Relief costs will 
continue high. 

Economy: Congress will lop off a million 
here; a few hundred thousand there; but 
will approve hundreds of millions additional 
for farm subsidies; will liberalize old age 
pension laws; will finally be generous with 
funds for work relief; will approve-all funds 
asked for expanded defense. Result: a $9,- 
000,000,000 budget. 


* * 

Foreign lending: Brazil is to get United 
States aid in central bank establishment, cur- 
rency stabilization, internal development. 
New credits are to be offered. Old private 
debts of $357,000,000, all in default, will wait 
on developments for servicing. “Low world 
commodity prices are adding to Latin Ameri- 
can difficulties; complicating the problem of 
combating barter deals of totalitarians. Typi- 
cal complication: American loans can be used 
to speed development of Brazilian cotton 
growing, further to hamper marketing of 
American cotton. Big trouble is that Argen- 
tina,’ Brazil, other Latin American nations 
are in competition with American raw ma- 
terial producers; are natural traders with 
raw-material-famished totalitarian countries. 

Monopoly: Investigators of the TNEC 
will continue to work under wraps. Emphasis 
is on avoidance of offense to business men, 
but to ferret out basic facts. Heaviest work 
is in official studies to appear in reports, 
less frequently in hearings. 


Farm Price Fixing: To be headed off this 
year; but a strong prospect for 1940. In- 
volved too will be widest implications with 
American industry half controlled, half free. 
Coupled with production control, price fix- 
ing would not be opposed by Secretary Wal- 
lace or President Roosevelt. 


Labor: Chance of important amendment of 
Labor Relations Act is fading. Organized 
labor hesitates, even when divided, to push 
for important change. A 50-50 prospect is 
for a five-man, instead of three-man Board, 
With no curbing of Board power. 

Taxation: An answer will wait March 15 
tax collections. Great difficulty will con- 
front any plan to increase any taxes 

War: Still less than a 50-50 prospect. 
United States as a supply base for England, 
France, China—even Russia—adds new, deep 
uncertainty to totalitarian plans for aggres- 
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America’s Problem: How to Put Idle Money 
To Work and Create New, Jobs for the Idle 


LARGER supply of money is on hand with- + 


in the United States-than ever before. 


In active checking accounts and in currency 
outside banks are more than 32.5 billion dol- 
The comparable money supply for the 
boom year of 1929 was barely 27 billion dollars. 

Yet today’s vastly larger total of dollars is 
producing less work for American industry 
than the very much smaller dollar total of ten 


lars. 


years ago. 


The rate of industrial production, as meas-— 
ured by the Federal Reserve Board, is about 
one-fifth lower than in 1929. This lag is re- 
flected in fewer jobs for workers and in a 


smaller income for the nation. 


WHAT INDUSTRY NEEDS 


If idle American workers are to find jobs 
and if idle plants are to find work, the money 
supply will have to produce a volume. of orders 
for industry nearly 50 per cent higher than at 
present and nearly 30 per cent higher than in 
1929. A larger labor supply and greater in- 
dustrial efficiency account for this fact. 

Failure to create jobs for idle men and idle 
machines already has cost. the United States 
the loss of an estimated 80 million man years 
of work—a colossal waste through idleness. 

A money supply ample to transform this 
waste into production that ean provide jobs for 
all is on hand. Difficulty lies in finding full uge 
for this available money supply. =m 


Here, the Government economists say, is the 
crux of the problem confronting the United 
States. 

That problem is to get money to work, 
through investment. 


WHERE THE FAULT LIES 


How to get money to work is the subject of 
heated argument. Business men and bankers 
and industrialists insist that if Government 
will stop experimenting, money automatically 
will go to work. What is needed, they say, is 
“confidence.” The American Federation of 
Labor now is joining in the plea for confidence 
as the means of enticing dollars to work. 

Those who have been shaping Government 
policy assert that confidence is a result of an 
active use of money, not a cause of that active 
use. They assert that the fundamental dif- 


_ ficulty lies in the money system itself. 
This system assumes that dollars flowing - 


into industry flow out again in the form of 
wages and payments for raw materials and div- 
idends, and that the funds from these pay- 
ments in turn flow on in a continuous stream. 
However, some of the dollars, in this process, 
are saved by their recipients and are not kept 
in the same stream with the other dollars. 


Savings by individuals 
large in total—are presumed to flow directly 
into investment in new plant and new equip- 
ment and new houses, resulting in no check to 
the flow of dollars into wages and into raw ma- 
terials purchases and into dividends. 


This presumption, the Government econo- 
mists contend, hides the key that could provide 
the answer to the problem of finding ‘work 
for the nation’s vast money supply. 


The key is held to lie in the fact that savings 
do not automatically flow into investment of 
the type that provides wages for workers and 
orders for manufacturers and dividends for 
stockholders. Instead, savings may pile up in 
corporation treasuries or in checking accounts 
or they may be used to bid up the price of 
stocks or of real estate. | 


Reasons why savings pile up may be varied. 
There may be more industrial plant than is 
needed to turn out the volume of goods that 
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> the demand justifies. 
lending may have been closed by inability of . 


The field of foreign 


foreign borrowers to meet payments on old 
debts. More apartment buildings may have 
been built than can be filled with paying ten- 
ants. 

With money idling, the question is raised: 
What to do? . 


GOVERNMENT'S PROGRAM 

Starting with the Reconstruction Finance 
Corporation in 1931, the Government sought 
to provide one answer by going into the invest- 
ment business itself. During nine years the 
Federal Government has directed the invest- 
ment of nearly 25 billion dollars. During those 
same nine years investment in private corpora- 
tion and foreign securities fell from about 10 
billion a year to a low of under 500 million in 
1932 and up to barely two billions in 1938. 

Government has invested billions in relief, 
other billions in real estate, others in public 
works, others in subsidies to agriculture. 

In an effort to get money to go to work, the 
Government endeavored to impose a tax pen- 
alty on corporations that saved earnings in- 
stead of spending them. It has sought to cut 
the cost of investment in home construction 
through guaranteed loans of the Federal Hous- 
ing Administration. It has made equipment 
loans to railroad companies. 


THE BUDGET QUESTION 


At this stage, with vast sums of money idle 
and with industry operating far below capac- 
ity, a new question is being raised: 

Should Government endeavor now to balance 
its budget at any cost, thereby trying to re- 
store an elusive “confidence” so that privately 
directed investment may strive to find work 
for idle money? Or should Government seek 
out even broader fields in which to direct in- 
vestment in an endeavor to get money to work 


_and, through this work, to create jobs for the 


idle? 

The Government advisers insist that only 
through Government direction of investment 
can results be assured. , 

But: Instead of more investment in relief 
and farm subsidies and soil erosion control 
these advisers urge more income-producing in- 
vestment in housing and in loans to railroads 
for new equipment and in loans to business 
men themselves for capital purposes. This in- 
vestment, they say, could either be through in- 
ducements that would attract private borrow- 
ing or through direct Government lending and 
spending. | 

Essentially, however, the recovery problem 
now is recognized as a problem of finding work 
for a record-breaking supply of money. 


Industrial | 
Production | 
Index 
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March the News 


Foreign relationships . . . Justice 
Brandeis’ retirement . . . highlights 
of Congress .. . “business loan in- 
surance.” 


oo developments again are playing 
a major role in the American scene. 

Japan’s seizure of the island of Hainan off 
the southern coast of China, the efforts of 
France to obtain more military planes and 
General Franco’s closer approach to victory 
in the Spanish civil war—all these develop- 
ments had their repercussions on the United 
States last week either directly or in their 
bearing on diplomatic policy. 

Thus, United States Ambassador Joseph C, 
Grew on Feb. 17 requested the Japanese Gov- 
ernment to explain the seizure of Hainan. 


FRANCE’S AIRPLANE ORDER 


And the French Military Mission in the 
United States, about which so much has been 
heard in recent weeks, concluded its: work 
with the record of having ordered 500 planes 
which are to be purchased in addition to the 
more than 100 planes ordered last year. 

Another occurrence growing out of our 
foreign relationships Was the summoning of 
Hugh Wilson, United States Ambassador to 
Germany, before the Senate Military Affairs 
Committee to give his views on the European 
situation, just as did Ambassadors Joseph 
Kennedy and William Bullitt a few weeks 
ago. 

Less exciting but none the less important 
foreign developments affecting our interests 
were Argentina’s action to reduce American 
imports—already adversely affected by ex- 
change regulations favoring Great Britain— 
so as to lower her unfavorable balance of 
trade and Mexico’s expropriation of 50,000 
acres of American-owned sugar land. 

But purely domestic developments during 
the week also were important. 

Justice Louis D. Brandeis, 82-year old 
senior justice of the Supreme Court, sent a 
letter to President Roosevelt Feb, 13 an- 
nouncing his retirement. 

The President himself, after recovering 
from a cold in the early days of the week, 
left Washington for a two-weeks’ cruise 
aboard the cruiser “Houston” to view the 
Caribbean maneuvers of the Navy and to fish, 

Before he left, Mr. Roosevelt found time 
to send messages to Congress,submitting re- 
ports from the National Resources Commit- 


[Continued on Page 3, Col. 1.) 
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The United States News 


February 20, 1939 


—Wide World 
REORGANIZER 
Surrounded by reporters, Senator Byrnes has 
much to say these days, what with-his report on 
unemployment and relief and his plan for reor- 
ganizing the Gévernment to facilitate efficiency 
and economy. 
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CONGRESS ROLE 
AS REORGANIZER 


What lies behind newest foreign 
policy moves? The Senate seeks an 


answer. Views of Administration 
spokesmen. 


* a return engagement, plans to reorganize 
cumbersome Government,machinery are back 
in the legislative mill. 

Presidential recommendations that rocked 
_ Congress last year have undergone considerable 
alteration and this time the lawmakers appear 
to be taking the initiative toward EVRMATING 
the Government. 

With Congress instead of the President now in 
the driver’s seat, the project for remodeling the 
Federal set-up is traveling a route radically dif- 
ferent from last vear. 

' Expressive of this change of leadership is the 
nature of the proposals that are now considered 
under the title of reorganization. 


What President Wanted, 
What He May Get 


Last year the President’s demands were for: 

Six executive assistants to aid him in the White 
House; a one-man Administrator and Advisory 
Board for Civil Service instead of the present 
six-man Commission; power to remake the en- 
tire government machinery by regrouping the 
100-odd existing departments, boards, commis- 
sions, corporations, agencies and authorities into 
twelve broad departments; end of pre-audit 
check on expenses, substituting instead a post- 
audit system after the money has been spent. 

But this proved too much for Congress. The 
President’s bill was defeated in a rebellious House 
of Representatives. 

This year’s remodeling plans are vastly ait. 
ferent. 

In the first place, 1939 suggestions for re- 
making the Govermment ride under the banners 
of “eccnomy” or “taking polities out of relief.” 
In the second place, the idea of an omnibus bill 
loaded with a variety of proposed changes has 
lost favor. Preference now is for breaking the 
Fregident’s original bill into fragments, each 
fragment prepared as a separate bill. 

Little attention is paid on Capitol Hill these 
days to the ideas that were the core of the Presi- 
dent’s original demands. Interest centers instead 
on plans to reshuffle some Government agencies 
to effect eccnomies in relief administration. 

Under the banner of economy in relief comes 
the bill to centralize relief and public works 
activities of Government, introduced by Senator 
Byrnes (Dem.), of South Carolina, chairman of 
the Senate special committee to investigate re- 
lief and unemployment. 


New Welfare Department 
As Master Agency 


Senator Byrnes, who commands powerful back- 
ing in the Senaie, would fuse six federal job- 
giving units into a single Department of Public 
Works. The six he would fuse are: Works Prog- 
ress Administration, Public Works Administra- 
tion, Civilian Conserfation Corps, National Youth 
Administration, the Bureau of Public Roads and 
the Public Buildings Branch of the Treasury. 

In addition, Senatom Byrnes would transfer the 
United States Emp!oyment Service frcm the De- 
partment of Labor to the Social Security Board. 

The purpose of these changes would be to 
achieve unified solution of the unemployment 
problem, 

Under the Byrnes plan John Jones, an unem- 
ployed. wage earner, would deal only with two 
branches of Government instead of eight as at 
present. The “ight that now enter the picture 
to pay John Jones unemployment compensativun, 
hunt him a job in private industry, give him a 
public works job and supply him homie reiief, it 
neeced, are: WPA, PWA, CCC, NYA, SSB, Em- 
ployment Service, Bureau of Public Roads and 
the Treasury. 

It is typical of the assertive spirit of Congress 
this year that these remodeling proposals came 
from Congress and not from the White House. 

In a fractious mood, Congress this year is in- 
sisting that if any changes are to be made in 
the structure of Government, the lawmakers. 
must have the right to review each individuai 
change. Senator Wheeler (Dem.), of Montana, 
proposed such a control device over reorganiza- 
tion last year and it is more popular than ever 
now as tne new Congress feels its oats. 


Half Billion of New Taxes? 


A “Pure Americanism” Drive 


Behind the scenes, experts at 
the Capitol are working quietly 
on a $500,000,000 tax bill, with 
probable revision of surtax rates 
between $10,000 and $100,000 and 
closing of loopholes in inherit- 
ance tax laws. 


x** * 


Instead of resigning, as rumor 
has it, Henry: Wallace, Secretary 
of Agriculture, is getting set to 
go along with the idea of price 
fixing on a few major farm prod- 
ucts if that price fixing is accom- 
panied by production control. 
The President himself is re- 
ported warming to the idea of 
fixed prices as a way to meet the 
newest farm problem. 


x * 


Word is going the rounds of 
Senate cloakrooms that a well- 
known Senator is interested in a 
movement that would seek to 
align a nation-wide following on 
the basis of “pure” Americanism. 


* 


Committee leaks have it that 
Cordell Hull, Secretary of State, 
appealed to Cotton Belt Senators 


to support the program of dis- 
couraging trade with dictator- 
ship countries on the ground that 
those nations would blow up in- 
ternally within a short time and 
then trade ties could be resumed 
again. Government experts esti- 
mate that it is costing the Ameri- 
can South a market for 3,000,000 


bales of cotton annually to scowl 


at the dictatorshgp nations. 
x 


The dope is that henceforth 
the House committee investigat- 
ing un-American activities will 
produce fewer fire-works, with 
its chairman, Martin Dies, to 
work under wraps and more in 


conformity with rules of evi-: 


dence. Democratic leadership has 
instructions to keep this investi- 
gation from being a one-man 
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Future of Dictatorships 
Curbs on Dies Inquiry 


quietly under way on plans for * 
-what may be the next isan of 
experiment. 

@ 


the issue of prefabricated hous- 
ing. Industrial unionists, who 
stand to get more factory em- 
ployment if prefabricated hous- 
ing is more widely adopted,sare 
locking horns with the AFL 
building trades unionists, who 
stand to lose jobs if homes be- 
come factory-made. 


President Roosevelt is reported 
to be most inclined toward Sen- 
ator Lewis B. Schwellenbach, of 
Washington, as successor to 
Louis D. Brandeis as Supreme 
Court justice, but strong West- 
ern support is behind Judge 
Harold M. Stephens, a resident 
of Utah, who now is a member of 
the United States Court of Ap- 
peals for the District of Co- 
lumbia. 


= = @ 


A junta of young executives 
in the “alphabet”. agencies in 
Washington is meeting :egularly 
to lay the groundwork for more 
regional planning. What they 
have in mind is rebuilding of 
cities to wipe out 
transplant factories away from 
congested areas. Higher-ups are 


Farm planners are studying the 
idea of “subsidized marketing” of 


“light-weight hogs” as a means . interested. 

of meeting what is proinising to a 

become another large supply of 

livestock with attendant very low Government departments _par- 


prices. This time the attempt is 


slums and . 


‘a hand in planning experiments 


Original New Dealers, who had to get away from 


pigs by a more 
method. 


of recent years, now are loudest 
in complaint that the New Deal 
did not go far enough, with the 
result that troubles are accumu- A 
lating. Heavy thinking is getting 


x 


new chapter in 


slaughter of millions of little 
round-about 


versus CIO battle is opening over 


ticipating in the “monopoly in- 
vestigation” are asking for a total 
of $4,000,000 to carry on their 
research over the next year but 
face sharp trimming of projects 
as committee members strive to 
hold down costs. Present funds 
will run out about March 15. 


any more 


the AFL 
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THE NATION'S SKIPPER GOES TO SEA, WATCHES 
OUR FLEET IN ACTION, AND SETS: A PRECEDENT 


Vie week Franklin Delano Roosevelt will be + 
—— smack in the middle of Fleet Problem 


“another in his long list 
of precedents, President Roosevelt will be the 
first Chief Executive and Commander-in-Chief 
ever to have been present during a full-scale 
fleet maneuver and strategy battle on the high 


seas. 


From aboard the Presidential cruiser, the 
USS Houston, which will rove between the 
“Blacks” (defenders) and “Whites” (attackers), [ 
the President will see: 150 fighting ships, 1,000 
planes, 50,000 men and 3,000 officers engage 
in a “game” that has all the earmarks of a mam- 


moth sea battle. 


To naval officers, it 
seems singularly appro- 
priate that to the nation’s 
most navy-minded Chief 
Executive should fall the 
honor of being the first to participate in secret 


A Navy-minded 
Executive at 


Secret “Games”’ 


war games. 


Of course, since early times, it has been cus- 
tomary for dignitaries to attend formal re- 
These reviews, how- 
ever, have usually been held during large naval 
concentrations, returning of fleets from war, 
occasions of state, general mobilizations, or 
when a fleet returns to home waters after a 


views of organized navies. 


long absence. 


Until Theodore Roosevelt’s administration, 
American Presidents took little interest in fleet 
reviews.. Under TR, the review became a grand- 
stand affair—just as it always has been in 


other countries. 


For many years, as an ee the King of 
England has held an annual review of the home 
fleet, the most important two of which in re- © 
cent years were the grand review off Spithead 
just previous to the outbreak of the World War 
and the review of the Grand Fleet in the Firth 
of Forth prior to the surrender of the German 


High Seas Fleet in 1918. 


In our own Navy, there have been several out- 
standing reviews, among the most important 
being the review in New York in 1898 for the 
return of the victorious North Atlantic Squad- 
ron fresh from the victory over the Spaniards 
And again in 1899, one 
of our most famous naval reviews was held in 
New York to welcome the return of the USS 
Olympia, flying the flag of Admiral George 
Dewey. He had just returned from the Philip- 


at Santiago de Cuba. 


pine Campaign. 


Europe Eyes 
Our Growing 
Sea Power 


in 1907. 
Roads, Virginia. 


President Theodore 
Roosevelt reviewed the 
great armada of sixteen 
battleships he sent on the 
world-encircling cruise 
This review took place at Hampton 
He again reviewed the fleet 


—Underwood & 
THE PRESIDENT MEETS UP WITH FLEET PROBLEM XX 


Aboard the Presidential cruiser USS Houston, President Roosevelt sees for himself just how 
his Navy works out in Secret maneuvers somewhere in the Caribbean. 


when it returned in 1909. And, as today Euro- 
pean powers attach great interest to the ma- 
neuvers now going on in the Caribbean, so 
under Theodore Roosevelt, they were advised 
that the United States was assuming the role 
of a great sea power. 

The next really great review was held by Sec- 
retary of the Navy Josephus Daniels when the 
fleet returned from abroad at the conclusion 
of the World War. This review was held on 
November 26, 1918. The returning ships passed 


from the “Mayflower” off New York Harbor. 


Another great review was held of the newly 
formed Pacific Fleet in Seattle in 1919 by Presi- 
dent Woodrow Wilson, who witnessed this re- 
view from the battleship “Oregon,” anchored 
in Seattle Harbor. 


One visit made by President Wilson to the 
fleet was a complete secret to the public until 
years later: Secretary Daniels, who quoted it 
in his book, “Our Navy at War”, notes that Wil- 


a notable occasion. It was the first time, I be- 
lieve, that a President has, in the midst of war, 
gone to the chief naval rendezvous and gathered 
the officers about him for a heart-to-heart talk. 
Standing on the quarter deck of the ‘Pennsyl- 
vania, surrounded by admirals, captains, com- 
manders and other ranks, he could see all 
around him the dreadnaughts which are the em- 
bodiment of national strength and naval power. 
In the background was Yorktown, where Corn- 
wallis’ surrender marked the culminating vic- 
tory of the Revolution. And in this historic 
spot American forces were again making his- 
tory. 

“The President had slipped away so quietly 
trom Washington that few knew he was gone. 


in review before the Secretary as he watched ° 


son’s visit to the fleet on August 11, 1917, “was. 


+ Not only the speech he made, but the very 
fact of his visit was long kept secret. But that 
address, informal and confidential as it was, 
deserves a place ig naval history.” 

Today the one-time Secretary of the Navy, 
now Ambassador to Mexico, and the one-time 
Assistant Secretary of the Navy, now President 


ing parallelisms in that secret speech of Presi- 
dent Wilson. 


The Ad 


Of an Amateur 


At one point, Wilson 
said, “America has al- 
ways boasted that she 
could find men to do 
anything. She is the 
prize amateur nation of the world. Germany 
is the prize professional nation of the world. 
Now, when it comes to doing new things and 
doing them well, I will back the amateur against 
the professional every time, because the pro- 
fessional does it out of the book and the ama- 
teur does it with his-eyes open upon a new 
world and with a new set of circumstances. He 
knows so little about it that he is fool enough 
to try the right thing. The men that do not 
know the danger are the rashest men, and I 
have several times ventured this suggestion to 
the men about me in both arms of the service: 
Please leave out of your vocabulary altogether 
the word ‘prudent.’” 


And at another point: “I do not know what is 
the matter with the newspapers of the United 
States. I suppose that they have to vary the 
tune from time to time just to relieve their 
minds, but every now and then a wave of the 
most absurd discouragement and pessimism 
goes through the country and we hear nothing 
except the unusual advantages and equipment 


fantages 


In Warfare 


[Continued on Page 9.] 


—Harris & Ewing 
NO RAIL TROUBLES HERE 


If the railroads, thinks Senator Wheeler, had as 
little troubling them as the Senate subway, in 
which he rides from his office to the Capitol, his 
Interstate Commerce Committee wouldn't be 
working overtime hunting for a solution. 
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FOREIGN POLICY: 
STRAWS IN WIND 


What has happened to reorgan- 
ization? .1939 plans to streamline 
Government. Congress’ role. 


of the United States, might find some interest- 


NEASINESS persists in Congress lest the 


United States be drifting into foreign en- 
tanglements. 


Despite the. President’s recent assertion that 
point number one of his foreign policy is ‘we are 
against entangling alliances, obviously,” legisia- 
tors continue to probe into the more obscure 
corners of foreign policy. 


Signs of the temper of Congress are curiosity 
about the operations of the Export-Import Bank, 
continued unrest over the famous French plane 
deal and a hunger for more details about the 
workings of the Treasury’s two-billion-dollar sta- 
bilization fund. 


Loans to Foreigners 


Under Criticism 


Might the Government, through its lending 
power, be sliding into an entangled position in 
Europe, Latin America or the Far East? This 
question was uppermost when Jesse Jones, chair- 
man of the Reconstruction Finance Corporation, 
took the stand pefore the Senate Banking Com- 
mittee to ask $125,000,000 for the Export-Import 
Bank of Washington. 


Senator Taft (Rep.) of Ohio, opposes the full 
grant of 125 million dollars. His objection: 
“These loans may well be used to finance a Euro- 
pean’ war without this Congress knowing | any- 
thing about it.” 


Chairman Jones vigorously defended a recent 
credit of 25 million dollars made by the Export- 
Import Bank to China. 


“As a matter of fact,” interposed Senator Tait, 
“aren’t these loans a part of our foreign policy 
and not a banking proposition?” 


“I wouldn’t say that,” Jones replied. 
Not calculated to allay uneasiness over possible 


financial entanglements abroad was the resigna-. 


tion of Wayne C. Taylor last week as fiscai 
assistant to tne Treasury. It developed that Mr. 
Taylor left his post, though he is still willing to 
serve the Government “in sorne other capacity,” 
after a difference of opinion with Secretary of 
the Treasury Morgenthau over the Treasury’s 
part in American foreign policy. 


Senator Lodge (Rep.) of Mass., recently re- 
quested more information on workings of the 
2 million dollar Stabilization Fund. He was told 
that the money nas not been put to any improper 
use. Friends of Mr. Taylor pointed out however 
that he did not see eye to eye with Secretary 
Morgenthau on the Treasury policy of giving 
democracies financial support. Since Mr. Taylor 
had charge of financial dealings with foreign na- 
tions in the Treasury there was a question of 
whether those dealings involved controversial 
issues Of foreign policy. 


The President’s Role 
In Plane Deal 


Under equal suspicion is the possibility of en- 
tanglements through sales abroad of war equi)- 
ment. President Roosevelt, in a conference with 
newspaper men on February 17, assumed full re- 
sponsibility for the sale of planes to France and 
insisted that the sale was perfectly legal. 


Secretary Morgenthau, called by the Senate 
Military Affairs Committee to explain his part 1n 
the French plane incident, said that special cour- 
tesies were given to a French aviation mission 
because “the President asked us to do it.” 


Part of the questioning ran as follows: 

Senator Reynolds (Dem.) of North Carolina: 
Could you tell me, Mr. Secretary, if you know, 
how the procurement division of the,Treasury 
Department at this time, in view of the fact you 
had never been called into it before, happened to 
be called in at this time? 


Mr. Morgenthau: I thought I made it plain 
that we did it at the request of the President. 
Mr. Reynolds: The President requested it? 


Mr. Morgenthau: The President himself re- 
quested it. 
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IN NATIONAL AFFAIRS 


[Continued From Page 1.] 
tee on methods of conserving and 
utilizing the nation’s power re- 
sources and in regard to a Fed- 
eral-State program for abatement 
of water pollution. 


Mr. Roosevelt also sent to Con- 
gress the nomination of Shackle- 


ford Miller, Jr., to be a judge of 


the Court of Appeals for the 
Sixth Circuit. Other earlier ap- 
pointments which were con- 


firmed by the Senate during the 


week included those of James V. 
Allred as a Federal court judge 
in Texas and T. Alan Goldsbor- 
ough as a judge of the District of 
Columbia Supreme Court. 


In the labor field the moderate 
policy being followed in enforce- 
‘ment of the Fair Labor Stand- 
ards Act was illustrated by the 
- action of Elmer F. Andrews, Ad- 
 ministrator of the Act, in accept- 
ing a settlement in lieu of civil 
or criminal prosecution in the 
cases of two emp#eyers found to 
have violated the law. 

The two injunctions obtained 
against the employers in the 
Féderal District Courts at Sioux 
City, Iowa, and Philadelphia, 
Pa., were the first handed down 
under the Wage and Hour law. 

The American Federation of 
Labor executive council in the 
last day of its meeting at Mi- 
ami, Fla. declared in a public 
statement that Federal spending 
offers no permanent solution of 
unemployment problems. 


In Congress the action of the 
week included the Senate’s en- 
actment of the bill extending the 
powers of the RFC to June 30, 
1941; the restoration by:a Sen- 
ate Appropriations subcommittee 
of a $14,230,000 item to the inde- 
pendent offices appropriation bill 
to enable TVA to continue con- 
struction of Gilbertsville dam; 
the holding of a “harmony” 
meeting by House Democrats 
who fear dissension within their 
party may lead to defeat in 1940; 
and the approval by the House of 
the May national defense bill au- 
thorizing expenditure of 300 mil- 
lion dollars to build the Army 
air corps up to 5,500 planes. 


Another legislative develop- 
ment was the introduction by 
Senator Mead (Dem.) of New 
York in the Senate and Repre- 
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The United States News 


BARTER TRADE BARRIERS: 
THE WORLD WAR FOR MARKETS 


day there is a story that Ger-+ 


many is arranging to trade $28,- 
000,000 worth of barbed wire and 
farm machinery for American lard 
and wheat. 

Another day a story appears that 
Argentina is arbitrarily to cut her 
purchases of American-made goods 
by 40 per cent. 

On still another day Italy is ar- 
ranging to trade manufactured 


World trade goes primi- 
tive. A new complication 
for United States. Trading 
lard for barbed wire. How 
“deals” affect business out- 
look. 


goods for Russian oll and France is 
in the midst of a deal with Turkey, 
while England brings pressure to 
bear on Argentina to buy more 
British goods. 

Again the Government of the 
United States arranges to make 
available to. the government of 
China $25,000,000 with which to buy 
American road-building-machinery 
and the foreign minister of Brazil 
arrives in Washington to take up 
the matter of financial aid and ad- 
vice to. the Brazilian government. 


Barter Process 


Of Trading Spreads 


All over the world the primitive 
exchange of goods through direct 
barter is accountable for more and 
more of the international trade. All 
over the world, too, governments are 
directing and controlling and aiding 


in the exchange of goods and in - 


preventing the exchange of goods. 
The United States, seeking to pro- 


mote the policy of free trade in a. 


world driven to barter, finds herself 
caught in the middle. 

From the South, with more than 
13,000,000 surplus bales of cotton 
seeking a market abroad; from the 
Middle West with the prospect of 
vast surplus lard supplies; from the 
Northwest and Southwest with 300,- 
000,000 bushels of surplus wheat 
looking’ for foreign buyers, pressure 
is growing to push the United States 
into the new world game. 

Even now, under pressure, this 
Government is paying a fancy sub- 
sidy to export wheat. 


Totalitarian States 
Need Our Products 


At the same time, from Germany 
with dire need for American cotton 
and American lard; from Italy with 
great need for American cotton and 
American wheat; from Japan, with 
vital need for American cotton, pres- 
sure is growing to find ways to make 
trades that will provide. these need- 
ed commodities. 

But Cordell Hull, Secretary of 
State—insisting that the United 
States can only lose through any 
policy of exchange by barter—is 
holding out for trade agreements 


—a1arns & Lwing 


PICTURE OF THE WEEK—THE STATE DEPARTMENT 


Lm men steer the ship of state: Secretary of State Cordell 
Hull pictured with his assistants and legal adviser at one of the 
frequent conferences in the department. Left to right, seatec: As- 
sistant Secretary of State Sayre, Secretary Hull, Counselor Moore 


and Assistant Secretary Messersmith. 


Stan ling, left to right: 


Assistant Secretary Berle and Legal Adviser Hackworth. 


while abroad those nations that + ocracies whose raw material supplies 


could use these commodities are 
turning to substitutes or are seeking 
to develop other sources of supply 
than the United States. 

It is against this background that 
the ‘‘deals” of recent days are to be 
viewed. 


German Purchases 


Sharply Reduced 


Deal by deal, the situation looked 
like this: 
The German Proposals. Before the 


| war and in the period when Ameri- 
_ can loans were plentiful, Germany 
regularly bought between 1,500,000 
) and 2,000;C00 bales of cotton from 


the American South and she bought 


_ 200,000,000 pounds of. lard from the 
Both were large and im- | 


corn belt. 
portant orders. 


After American lending stopped 
and after world barriers were raised 
against German manufacturers, 
purchases by that.country of Amer- 
ican cotton and American lard 
dwindled near to the vanishing 
point. Much as they want these 
commodities Germans, owing to the 
lack of gold and of foreign exchange 
with which to make payment, have 
not been able to buy. 

More than three years ago the 
German government offered to 
barter German manufactures for 
800,000 bales of American cotton. 
The Germans offered in payment 
special currency that could have 
been used only to buy German goods 
in an amount larger than they were 
being bought. On the advice of Mr. 
Hull, this German deal was turned 
down, 


A Proposed “‘Swap”’ 


For German Products 


Now two new moves are under 
way. 


are over-abundant. 
The Argentine gesture. Argenti- 
na, richest of South American na- 


| 
tions, has wheat and corn and meat 


and flax to sell abroad and, as a 
Gebtor nation in the development 
stage, she must sell abroad more 
than she buys in order to obiain ex- 
change with which to meet interest 
and principal payments on her debt. 
The Argentine “is the one Latin 
American nation still servicing its 
debt. 

The United States is a competitor 
of Argentina in the sale of wheat 


and corn and, in addition, this coun- — 
try imposes a high tariff on imports © 
ot flax and imposes an embargo cn 


imports of beef from southern Ar- 
gentina on the ground that the cat- 
lle of that region have hoof and 
mouth disease. The Senate consis- 
tently has refused to approve a san- 
itary convention that would let 
down the bars of this embargo. 
Like other raw-material-producing 
nations, Argentina is feeling. the 
pinch of low raw material prices. 


And, like any seller, Argentina is . 


forced to pay attention to her begt 
customer. According to advices re- 
ceived by this country’s trade repre- 
sentatives, the British—Argentina’s 
best customer—are insisting that 
that’ nation spend her money in 
Great Britain. 

Consequently, there was a mini- 
mum of surprise in Washington 
when the Argentine government on 
February 15 ordered that imports 
from the United States be cut 40 per 
cent below the 1938 level. Last year 
those imports in goods amounted to 
about $71,000,000 and in addition 
the Argentines sent about $15,000,000 
in exchange to this country to meet 
debt charges. 


Embargo Placed 


Sanitary convention that would let 


some Argentine beef come into the | 


United States. The entry of 100,000,- 
000 pounds—out of 8 billion pounds 
consumed annually—would be ex- 
pected to ease present tensions. 
Western cattle States oppose any 
lifting of the embargo. 

The Brazilian program. Just as 
Britain is Argentina’s best customer, 
so the United States is the best cus- 
tomer of Brazil. Brazil is the largest 
and next to the wealthiest of Latin 
American nations. Its principal pro- 
duct—coffee—is marketed in larg- 
est quantities within this country. 

But Brazil, like Argentina and 
other countries dependent on agri- 
cultural products for an income, is 
pinched right now by low prices. 

There is difficulty in servicing 
debt, already in default, and diffi- 
culty in paying for machinery and 
other goods that are needed for the 
development of the country. Ex- 
change is complicated by the ab- 
Sence of a strong banking system 
and a stable currency. 


Seeking The Finances 


lor Brazilian Trade 

Totalitarian nations are on hand 
ready to make a trade of machinery 
and manufactured goods for Bra- 
zilian cotton and coffee and miner- 
als, and are ready to help build a 
Brazilian banking system that could 
mesh in with their own banking 
Systems. But the United States is 
Brazil’s best customer and_ the 
United States is not pleased by the 
totalitarian methods. 

As a result the Brazilians are in 


the United States seeking to work 


out a basis of cooperation that will 
enable this country to help build up 
her banking system and to help pro- 
vide her with credits that will enable 
the purchase of goods in the United 
States instead of in totalitarian na- 
tions on a barter basis. 

But some officials here point out 
that after Brazil has the banking 
system and after she has the Amer- 
ican loans, she still will possess sur- 
plus cotton and surplus coffee and 
other surplus products to sell or to 
barter. There is more than a hint 
that the United States may find 
that she is helping Brazil to take 
away the remaining markets for 
American cotton. 

Such are the complications of 
foreign trade in the modern world. 


How The Nations 
Of World Divide 


Barter vs. loans. The _ division 
among nations today is tending 
more and more to be between those 
who have surplus raw materials to 
sell, but who have difficulty coming 
to terms with buyers; and those who 
have need for the surplus raw ma- 
terials but can find no way to pay 
for them. 

Before the World War, world trade 
was relatively free. After the World 
War, with debtor-creditor relation- 
ships upset, the scramble was for 
national self-sufficiency so that in 
the event of another war defense 
would be possible without depend- 


ADVERTISEMENT 


fa ~ 


\ 


\ | dinner. 


A WINGLESS FLYING FISH 
was the cause of a recent auto crash in Miami. 
angler hooked him, yanked him too strenuously from his 
watery home and he went sailing over her head and into 
the pathway of an auto. So startled was the driver by the 
finny apparition that he promptly came.to grips with 


A woman 


another car. The woman was charged with disorderly 
conduct, the driver with reckless driving. Nobody pre- 
ferred charges against the fish. 


+ + + TRAFFIC PROBLEMS have hit Davy Jones’ locker 
since 44 autos, parked on a Lake Superior steamer’s deck, 
were blown over the taffrail in.a fierce storm. At least 


Davy J. will never get a ticket for leaving his barnacled 
bus too near a hydrant. 


+ + + FORTY-FOUR POUNDS was the down payment ona 
new car in Chicago recently. Not British currency, but the 
weight of 6,400 pennies that the purchaser had been saving up. 
Maybe he'd better collect 1,000 more to take care of the first 
time he passes a red light. $ 


+ + + IT’S ONE WAY TO SAVE ON.TIRES, but we don’t rece 
ommend it. Other day out in Freeport, Long Island, an acrobatic 
auto collided violently with a fire truck, turned turtle and skidded 114 
feet on its top. Car manufacturers probably consider this modus 


operandi too infrequent to warrant incorporating roof-wheels into 
their 1940 models. 


+ WE KNOW A GENTLEMAN at the Bayway Laborato- 
ries of Esso Marketers who spends all his time in taking petro- 
leum molecules apart and putting them back together again in 
the effort to make new hydrocarbons. When he develops a new 
hydrocarbon, another chap takes it and finds a use for it. 
Hundreds have been found so fa” and, according to our inform- 
ant, the end won’t be in sight for a long, long time. It costs 
plenty to engage in pure science like this on the off chance that 
there will be applications for its discoveries. But that’s the way 
our great industrial laboratories have achieved some of their 
greatest advances ... enabling them to reduce prices to the con- 
sumer and supply products which are continually improved. 


+ + + PRIME FAVORITES WITH ALL are the animated cartoons 
which flash across movie screens. One which is being produced for 
the Petroleum Industry Exhibition at the New York World’s Fair is 
distinctly a cinematic novelty. Now being completed, the film depicts © 
the story of oil since its discovery. Principal roles in the production 
are played by four rubber puppets known as the Pete Roleum cousins, 
Individually they rejoice in the monickers of Grease Boy, Miss Polish, 
Hi Test and (presumably the villain) Stinky Lube. Being malleable, 
the rubber puppets permit animation by fractional changes of expres- 
sion for each shot. Quite ready to hiss the villain and applaud the 
hero as required, we look forward with interest to the premiere. 


that will permit gradual reductions 


sentative Allen (Dem.) of Penn- One of these is a proposed agree- On Certain Goods ence On outside nations. A self-suf- 


» in tariff barriers so that trade may j ; ficiency program led to higher and ce 
of flow more freely, and for loans that pw of higher tariffs. Its development was 
an) _ ure to provi f insur- it deserving foreign cus- goods at nation amounWng the 1920s by im- ti 
ovide a system will that which the Germans would take about $30,000,000 now is to occur. HIGHWAY LANDING STRIPS 
Mr. ance for bank loans to business | tomers to 0 American lard and wheat and the | The reported order calls for a cut i iteens 8 for airplanes is an idea recently proposed in mountainous Colo- a 
which would be similar in many they h farmer cooperatives would take in | ;, exports of American automobiles : ra rado, where adequate fields at more frequent intervals 
by, respects to the present Federal So ar, OWSve, exchange German farm machinery | 4, 30 per cent of the 1938 level and mpts to pay those loans, made are desired. Procedure would be simply to widen the highways | 
of tle : P : commodities, vitally dependent upon and barbed wire, This farm machin- | gor an end to sales of American re- | °" top of war loans, resulted in a every so often for the convenience of pilots who want to stop 
ry’s ousing Administration system foreign markets, are backing up in n 


gradual drain of much of the world’s 
gold to the United States. Tariffs 
kept out goods, 

Lacking gold or other foreign ex- 
change, nations such as Germany 
and Italy and now France and Eng- 
land and Russia and Turkey and 
Japan and most of the nations of 
Latin America are resorting to bar- 


in a hurry. Might be a good idea to install sky-lights in car 
tops, too, so drivers can take a covert look about before cross- 
ing one of the wide parts, just to be sure. 


ery and barbed wire then could be 
sold or could be distributed among 
the cooperative association mem- 
bers. 

On the basis of this proposed deal, 
the price of» hogs rose on the Chi- 
cago market. 

Inquiry reveals that there is no 
law that would hinder an exchange 


frigerators, radios and other impor- 
tant items. 

The expectation is that business 
will go to the British and to Ger- 


of insurance for mortgage loans. overwhelming quantities, unsold, 
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+ + +, A GOOD-WILL CARAVAN started a tour from Saskatche 

wan to Mexico last September but we haven't heard anything from it 

since. So the only thing we've been able to figure out is that after 

paying forty ‘leven assorted gasoline taxes en route, they ran com- 
_ pletely out of good-will. 
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ramp garages, and so on. Maybe an idea has occurred to 


re- | mans and Italians who are wi 2 
| you as you have cruised vainly past vistas of fire hydrants 


surplus goods to sell that Latin 
| putedly was made that the totalitar- barter manufactured goods for Ar- 


American nations have to sell. 
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The Question the Week: 


TITLE REGISTERED U. 8. PATENT OFFICE 


John G. Sargent 


Ludlow, Former Attorney 
General of the United States, 


answers: 
] I think 

e probably, .all things considered, 
is as good as anything that can be 
devised. The trouble is not with the 
provisiom of the Constitution, 
with the uses attempted to be made 
of it by officials greedy for power 
and influence who attempt to distort 
those provisions to a meaning not 
in them. 

The language. “He shall nominate 
and with the advice and consent of 
the Senate shall appoint” leaves no | 
room. when the whole of this grant 
of authority, or imposition of duty 
as I prefer to call it, is read and con- 
sidered together, for even a claim 
that the initiative in appointment of 
judges rests anywhere except with 
and in the Executive, and no Sena- 
tor or other: officeholder whatever 
has anv part in it. “He shall nomi- 
nate,” just three words; the advice 
and consent of the Senate do not 
come into action, have nothing to 
act—on,until his nomination is be- 
fore them. 


~ 


Duty of the Senators 


On the other hand. it is equally 
the duty of the Senators to consider 
the nomination ind advise the 
Executive of their epproval or disap- 
proval of the nominated person, and, 
as I see it. there is no room for any 
claim that the exercise of this au- 
thority is not a duty impesed by tne 
Constitution, to the conscientious 
Gischarge of which duty each Sena- 
tor is bound as firmly as to any other 
duty of his office, and the Executive 
has no ground for complaint if tne 
result of their deliberations be dis- 
approval, as any individve! Senator 
has no ground for complaint when 
some candidate he would like nom- 
inated fails of selection by nom- 
inating offivial. 


the method now used | 


ence of his advisers for 


™ 3. Your th 
in what I have already written. 


—Harris & Ewing 
JOHN G. SARGENT 


ter advisedly; the President, because 
of the multitude of his duties, can- 
not possibly consider all that ought 
to be considered concerning proposed 
appointees to office, and especially in 
judicial appointments. He must rely 
On sOme one for advice, and there is 
10- safe way except on the heads af 
the departments. 

When he goes outside. he is 
the bog of irresponsibil 


lost in 
ity, of prefer- 


friend or political ally 
te. 


of a candi- 


ird question is answered 


Francis M. Hartman 
Tucson, Ariz.: President, The 
State Bar of Arizona, 


answers: 
N REPLY to your letter regarding 
the method of selecting the Feder- 
al Judiciary 
“1. How should members of 
Federal Judiciary be selected?” 
In my opinion there should be a 
preliminary screening of candidates. 


tne 


Having said so much by way of —4> tO their fitness and qualifications. 


groundwork, I will answer question 1 
_ directly, based on my own experi- 
ence. 


Investigating Nominees 

When an appointment of a Judge 
is to be made, the Attorney General 
snould carefully investigate all can- 
didates, and all persons known to be 
available for the position, looking 
into character, habits, education, 
legal training. industry, temperament 
experience. 

And here let me pause long enough 
to say that nowhere else in the 
country exists an organization so 
capable of ascertaining and making 
available at once all that is.to be 
known about any man in any State 
as in the Attorney General's office. 
The Bureau of Investigation is every- 
where, prompt, impartial and truth- 
ful. 

He should. if they exist, 
speeches. writings, judicial opinions 
of the candidates, as nowhere is a 
mian’s real self revealed so clearly as 
in what he has said and written 
when not a etrdidate for office. 


Consulting Senators 
General 
in his own 
available, 


When the Attorney has 
come to a conclusion 
mind as to the best man 
he is up to the unwritten law, which 
by long custom has become 20s0- 
lute, that no nomination will be ap- 
proved of a candidate of whom the 
Senators from the Stdte where the 
candidate lives say he is personally 
odjectionable to them. So the next 
step is to consult those Senators. 


It may happen that-a Senator has 
a candidate of his own: and with- 
cut any real r22son, in the hope his 


m2n may be selected, will stultify 
himself by saying the candidate sug- 
gested by the Attorney General i& 
personally objectionable to him: bu: 
if he does say so, he will not say i 
of more than two citizens of his own 
State of character and standing 


ficient to become judges of tne 
United States District Courts. 
When the Attorney General nas 


found what to him appears to be tne 
best choice, and the Senators of tne 
States do not object on 

-ground, the President sn 
nomination of that man. 


2 
ne pe Ji 


ould send in 
Present Method Satisfactory 


2. To your second quest. I say, 
apparentiy not. just now. but not- 
withstanding tne great heat 
erated just now, I found the present 
method, as prescriped by the law, 
Quite satisfactory. 


I found the Senators, Republicans 
and Democrats, almost always rea- 
sonabie, ready to discuss the merits 
and demerits of different c 
and in 7 


Many cases, very helpful i: 
tneir estimates of lawyers in tHeir 
cwn States. Of course. this method 
23 any method must be, is human. 
and mistakes were and alwa Will 


be made. 
I say what I do concerning the 
Attorney General's part in the mat- 


read 


through a body a with the 
primary and, therefor real 
responsibility of nominees 
from whom the appointment is to be 
made. 

With such a body to select nom- 
inees, and the power of fina! appoint- 
ment vested in the President, subject 
to confirmation by the Senat;, the 
temptation to arbditrary and purely 
political action would be minimized: 
and the opportunity for contro! by 
special interests, or groups, would be 
greatly diminished. 

“2. Is the present method of mak- 
ing selections satisfactory?” 

I would say that the pre 
od of.-making selections has, in a 
large measure, been satisfactory, al- 
though with notable exceptions of 
failure. 


very 


= +) 
metn- 


this or that , 


— 


questions: 
be selected? 
satisfactory? 


recommend? 


week, 


The controversy over Senate rejection of the nomination 
of Floyd H. Roberts for a Federal judgeship involved basic 
principles governing appointment of Federal officials. 

Suggestions have been made that a new method of ap- 
pointment be evolved to replace that specified in the Con- ’ 
stitution, which was declared to be ambiguous as to diyision 
of appointive powers between the President and the Senate. 

Because of nation-wide interest in the issues involved, 
The United States News addressed to members of the Sen- | 
ate and House Judiciary Committees, to the heads of uni- 
versity law schools, to officials of bar associations and to 
others directly interested in the judiciary the following 


1. How should members of the Federal judiciary 


3. If not, what changes in procedure would you 


2. Is the present method of making selections 


The answers received from these leaders in the judicial 
field are presented herewith. Others will be published next 


Claude W. Pettit 


Ada, Ohio; Dean, College of Law, 
Ohio Northern University, 


answers: 
EMBERS of the Federal Judiciary 
obviously cannot ‘be elected by 
popular vote. Necessarily the power 
of selection must be lodged some- 
where, and on the whole the methoa 
of nomination. by 
confirmation by the Senate is as good 
as we can expect. 


However, the present method of 
selection is not altogether satisfac- 
tory. Political considerations seem to 


play a most important role in the 
ultimate selection; first, by a Presi- 
dent in making a choice for nomina- 
tion: and secondly, by the ability of 
the Senators from the State where a 
vacancy exists to prevent the confir- 
mation of a candidate, otherwise 
qualified, because of “personal” ob- 
jections, which’riot tnfrequently seem 
to be political objections. 


Politics, neither Presidential nor 
Senatorial, iocal nor national, snou.d 
piay no part in selecting judges 
otherwise qualified by learning, abil- 
ity, character and temperament. 

Perhaps an advisory council, na- 


tional in character. 


and completely 


disassociated from politics. to advise 
ooth the President and the Senate, 
wouid De the answer. 


want 
No other can 


non-political 
preserve de- 


, ANOTHER 


“LIBERAL” 


ae OR SUPREME COURT 


IME, reputed to be a great healer. 
is speedily the wounds 
that were opened in the Administra 
tion’s armor two vears ago by the 


er Tes: 


fight to rejuvenate the Supreme 

Court. 
Retirement of 82-year-old Associ- 

ate Justice Louis Dembitz Brande: 


after 22 years of service on 
est bench gives Presid 
opportunity to make a fourth ap- 
peintment to the Supreme Cour? 
the histor.c battle in Congress 


wo years ago when the Presiden 


tne high- 
Rooseve.* 


after seeing several of ; key N 
Deal measures ruied uti 
ai By the Supreme Court. made a 
demand for retireme f supera! 
huated Justicés and eniarzemen: of 
the court, the average age of the 


Justices was 72 years 


Age Level Lowered 


Since then one death and three 
retirements from the high court 
have lowered the average»age to 65 
vears. Appointment of a member to 
replace Justice Brandeis will pre- 
sumably lower the age average still 
further. 

More. important than tnat to the 


course of the New Deal, 
on the Supreme Court 
filled by men who ei 
pointees of President Roosevelt or 
whose judicial opinions usually co- 
incide with New Deai odijectives. 
When the 1937 demand ' 
sor fiftcen justices. nly four—a 
minority—of the, Court members 
were disposed to vote to uphold 
Administration legislation, 
Thus time has g: 
President wnat Conzress 
Of great importance just now, of 
course, is the ideniliiy of the man 
who will be named to Justice Bran- 
deis’ seat. Naming 
liberal vie 
with a 


seven pl aces 
are now to 
ther are ap- 


> 
ahnted .U 


amp the court 
liberal character that ‘mic! 


ews would st 


' possibly long outlive the present Ad. ) 


ministration. Since Supreme court 
Justices enjov life tenure, the polit 
Cal dDackground of* the new ap- 
pOintee, prcoadly will 
poucy after President 
; Washington. 
Ht it is significant ‘that 
r are most frequently 
meéntioned as possible appointees. to 
the mew vacancy. Among those men- 
“loned who are Westerners are Sen- 
ator Schwellenbacnh (Dem.). of 
Washington: Judge Sam 
yf the Circuit Court of Appeals. 


circuit (New, Mexico): Judge 
Harotd M. Stephens, of the Court 
O: Appeals, District of Columbia, 
Naius from Utah: Judge William 
Denman. of Circuit Court of Ap- 
peais, ninth circuit (California): 


Wiley Blount Rutledge, Dean of the 
' ty of Iowa Law School, and 


Wiliam O. Douglas, chairman 
the ‘Securities and Exchange Com- 
, who passed his early vears 
in the West, also is spoken of as a 
possidle appointee. 


mission 


Need of a Westerner 
The 


feeling in Congress that a 
Westerner snould be named is based 
partly on the fact that only one 
present member of the court, Jus- 
tice Butler, who comes from Minne- 
sota, could be called a Westerner. 

A broader argument for appoint- 


ing a man with Western background 
is that, since each Supreme Court 
judge oversees a judicial circuit. 
there is need of a man on the high 
bench familiar with the legal prob- 
lems peculiar to the West. Among 
situations a West- 

expected to 
iaW 
and to ir- 
ing is that 
have suffi- 
these special 


Special legal} 
Would be 
ata? 
peCliai Codes OF 
the range 
The feel 
an Easterner would not 
cient famillarity with 
} 
prod.ems of the West. 


(Liat 


ares 
@itarc. 


the President and . 


influence na- , 


G. Brat- | 


of 


Thomas B. Gay 


Chicago, Illinois: Chairman, House 
of Delegates, American Bar As- 
sociation, 


answers: 


HAVE yours of the 13th. directing 
attention to the controversy be- 
iween the President and the two 


Virginia Senators over the method of 
selection of a Federal Judge in Vir- 
ginia, the Senate’s rejection of the 
President’s nomination, tne Presi- 
dent’s criticism of that action, the 
rep.ies of the two Senators, and the 
nationwide discussion which this 
controversy has provoked regarding 
the method of selecting the Federal 
Judiciary, and asking an expression 
oi my views whether the present prac- 
tice, with all the rights and preroga- 
tives which may be involved, consti- 
tutes the best method for securing 
the best men for the Federal bench. 
The power conferred upon the 
Presiden: dy the provisions of Sec- 
tion 2 of Article II of the Constitu- 
tion of tne United reget to nomi- 
nate Federa! judges “by and with the 
advice and consent of the.Sena 
has, witn few exceptions. geen nore 
for more than a hundred 
years. 
not Salieve any 


no 


other method 
r appointment could 
wou.d be kept freer from the quag- 
tisan politics, and there- 
sympathy with the 
the recent contro- 
ween the President and t 

irginia Senators gives rise to 
an occasion for reconsideration of the 
metnod now provided in the Consti- 


tution for tne selection of Federal 
judges 


The present method, if emploved 
in a statesmanlike and not a political 
nner, will continue to provide us 
with a competent Federal Judiciary. 


Rep. Wallace E. 


Pierce 


Republican, of New York; Mem- 
ber, House Committee on the 
Judiciary, 


answers: 


AM of the opinion that the present 

method of making Selections, viz: 
appointment by the President with 
the consent and approval of the Sen- 
ate, is as Satisfactory a method as 
could be evolved. 

That this is so is supported by the 
high character, personal integrity 
and outstanding legal ability of the 
great majority of the present mem- 
bers of the Federal Judiciary.. 

I do not know of any other method 
which would produce a better gen- 
eral result. 

Under the present method, the 
President's nominee to the bencn ls 


subjected to the most careful scrutiny 


with respect to his character, fitness, 


ability and training. Only in tne 
rarest instances are mistakes macdé 
and I know of no system whica 


ctio 
asd ais 


would guarantee perfec 
choices. 


Rep. W. Ben Gibbs 


Democrat, of Georgia; Member, 
House Committee on judiciary, 


answers: 


Me) should members of 
ai Judici lary be 

As now. 

method of m 


sfactory? 


tne Fed- 

e.ecied? 
isWer. 

tne present aking 


Answer: Yes. 
If not, what changes in procedure 
wou.d you recommend? 


Answer: None, 


> 


Democrat, of Nebraska; Member, 
House Committee on Judiciary; 
Former President, Omaha Bar 
Association, 


answers: 


HE selection of Federal judges 

through the system of procedure 
in effect since the establishment of 
our Nation has resulted in the Suild- 
ing of a Federal judiciary with a 
record in which the people of this 
country take justifiable pride. 

The small number of *cases 
throughout the histor} of our Na- 
tion in which resort has been had 
to impeachment of judges illustrates 
the high standard of conduct, on 
the whole, to which the Federal ju- 


diciarvy has adhered. 

The few instances of impeach- 
convictions demonstrate that 
improper conduct of judges ig a 
-Yare exception, and it may well be 
said that it is an ‘exception «Rich 
proves the rule of g O08 conduct on 
the part of the Federal udiciary as 
a whole 

This record might well be taken 
as an answer to the question as to 


how the Judiciary 
selected. 


Suggested Changes 
The following alternatives to 
present method of selection have 
from time to time been suggested: 
Selection by the President 
alone without the advice and 
consent of the Senate. 
Selection of Federai judges oy 
a system analogous to that em- 
ployed in the -selection of Civi! 
Service employes. 
Election of Federal judges. 


The first alternative. would not 
eppear to be sound for the reason 
that it involves an additional bur- 
den of responsibility which should 
not be placed upon the Chief Ex- 
ecutive. Members of the Senate. és- 
ypecialiy Senators representing the 
State in which the judicial vacancy 


are well qualified, ordinarily, 
to counsel the Chief Executive in 
making the selection. 

The assistance of all the Members 
of the Senate in confirmation of ap- 
pointees is an element calculated to 
make for sound appointments. Hear- 
ings may be and often are resorted 
to in the Senate for the purpose of 
determin ning the fitness of the nom- 
inee. 

The seiection of judges on a Civi 
Service basis does not appear 
practical. The qualities whieh com- 
Dine-to make a good judge are not 
demonstrable Dy a mere examina- 
tion such as is conducted in the case 
of applicants in other Federal posi- 
tions. 

A wide range of 
should be allowed in the determina- 

on of an individual to fill a vacan- 
cy on the Federal bench. Selection 
on a Civil Service basis is not cal- 
culated to make possible that full 
consideration which: should be ac- 
corded in the filling of such a va- 
cancy. 

So far as concerns the election of 
Federal judges, there has been no 
substantial demand on the part of 
the public for such a plan. On the 


consideration 


to be. 


contrary, the appointment of Feder- : 
al judges seems to have met. with | 


general approval. 


The propriety and desirability of 


appointment of Federal judges by 


the President by and with the ad- | 


vice and consent of the Senate is 
premised upon the assumption that 
the selections are made with an eye 
solely to the appointment of indi- 
viduals . possessing those qualifica- 
tions of eharacter, ability, tempera- 


ment and disposition necessary in a 
sound judge. The record of the Fed- 


eral Judiciary indicates that the 
great mass of selections has been so 
made. 

The present 
Federa 
to meet the situation. 


Albert J. Harno 
Urbana, Ill.; Dean, College of Law, 
University of Illinois; Director, 
Ilinois Association for Criminal 
Justice, f 


answers: 

HE method of selecting members 
the Federal Judiciary could 
and should de improved. 

To improve the present method I 
suggest that a bi-partisan commuis- 
sion be appointed by the President. 


system of naming 


composed of individuals not involved. 


in politics; that the members of this 
coniumission be appointed for definite 
and staggered terms; that it be the 
responsibillty of this commission to 
nmend to the President for exch 
vacaney in the Federal! Judiciary, the 
names of five individuals and that 
the President's selection be restricted 
to one of the five recommended. 
Confirmation by the Senate should 


reco} 


| be retained, 


| judges seems best calculated | 


DR. EDWIN M. BORCHARD 


Rep. U. S. Guyer 


Of Kansas; Ranking Republican 
Member, House Committee on the 
Judiciary, 


answers: 
metnods ef the 

Federa: Judges. permi: 


as~to 


appointment of 


reply 


me *o 


in accord With the 
nstitution of the United States. 
2. Is the present method satis 

mswer: Satisfactory 
not to the Presiden:. 


to whom? 
As I 


ive uts 


Out the advice o 
body. 

Satisfactory to the people? 
in tne present method is, for 
fact a politic.an in 

ith 
peo- 

eX- 
hausts all. the available ability and 
virtue of a great State noted for its 
eminent lawyers. 

The people probably 
a refusal of the Senate to confirm 
the choice of the President taken 
from the New Deal machine of a 
State would or might lead a wise 
President to cnoose a great lawyer 
whose superlative ability, character 
and reputation would ae ap- 


disacrees 


in the Senate 
the 


ae aay Oy! 


They 


believe that 


from 


proval even of politically minded 
Senators, and, on the other hand, 
might iead these Senators, in their 
capacity of “advisers”, to suggest 
such high-grade lawyers that the 
President could not afford to reject 
them. 

3. What changes do I suggest? 
None. The men who wrote the Con- 
Stitution Knew more in their time 
about how to run a government 


properly than we seem to Know after 
150 years of trial. 

No! I think we better 
it alone and 
a century 


just leave 
to struggle along 
or two more. 


try 


—Harris & Ewing 
SENATOR M. M. LOGAN 


Senator M. M. Logan 


Democrat, of Kentucky: Chair- 
man, Senate Committee on Mines 
and Mining and Member, Senate 
Committee on Judiciary, 


answers: 


YOU ask me whether the present 

method of selecting judges of 

the United States Courts is satisfac- 
tory. It is not satisfactory to me. 

I believe that.judges for the Dis- 
trict Courts shou ud nde selected re- 
gardless of politics af a.full and 
iree investigation” as to qualifica= 
cions. nmendati from the 
nighest State courts pa from the 
Gar association should be considered. 


The same proc 
luwed in selecting ] 

uit Court Appeals, but I would 
the promotion of the District 
the Circuit Court in almost 
instance. 


The method of 


LOuld be fol- 
ees for the Cir- 


ecaure s: 


s of 


sflecting Justices 


of the Supreme Court is satisfactory. 


| Roberts as District Judge in Vir 


the courts 


HOW SHOULD NOMINEES BE SELECTED 
FOR POSTS ON THE FEDERAL BENCH? 


Rep. C.F. McLaughlin 


+ 


Edwin M. Borchard 


New Haven, Conn.: 
Law, Yale’ University, 


answers: 
response to the qyestions 


in your is as follows: 


“(1) How should members of the 
Federal Judiciary be selected?” 

The method of 
tial nomination and Senate confr. 
mation seems to have worked fairly 


Professor of 


letter 


well. Any new method, such as ju. 
dicial appointment, apart from the 
ractical fact that bageausien would 
probably not adopt remove 


too far nai the people 
and ultimately lead to a movemer 
to restrain their powers to review 
legislation, and thus impair rather 
than promote their independence 


Sound Action Probable 


It does not seem good policy +o 
impose too many new duties on the 
It will usually be presumed. 
and” the presumption is likely to be 
that the President will selec: 
able men whose nomination he ¢a 
although he is not required 
to state the reasons or the justifica- 
tion for nis nomination 


courts. 


justify, 


The practice Of consulting Sena- 
tors in the nominee’s State has no: 
been uniform. In exceptional cases 
Cnly would Senators insist that iu- 
cicial appointments to the Federa! 
bench come within their patronage. 
Few such cases are known. 

The Roberts nomination aroused 
personal antagonisms, and the Sen- 
ate seemed to think that the Virginia 


Senators fiad a good case. Tha: 
unique situation does not,_I- think, 


justify any material change <ist- 
_ metnods of nomination and con- 
fir rmat ion 


Present Method Favored 

“(2) Is the present method of 
making selections satisfactory?” 

It works about as well as most hi- 
man institutions do. Perhaps tne 
Senate should have been more strict 
in refusing confirmation to some ap- 
pointees. 

As a general rule the President has 


selected able and high-minded men, 


but there have been exceptions 


A. B. Neil 


Nashville, Tenn.: Dees. Law 
School, Cumberland University, 


answers: 

OLITICAL judges are a curse [to 

any State. Great legal ability, 
coupled with high personal and | 
tellactual honesty, should be the pole 
star in selecting men for the bench 
No man should ever be permitted to 
hold the scales of justice who does 
not feel that his highest duty is to 
honor the cause of justice. 


Some courts feel that they are or- 
dained, selected to sustain certain 
policies of the Government, regara- 
less of constitutional inhibitions. 
This is not justice at all in a demo- 
cratic state—it is pure: political ex- 
pediency. 


Rights of Senator 


If the President appointed Judge 
inia 
out of political considerations and to 
discredit and injure the State's two 
Senators, their refusal to give the:r 


consent was clearly justified. I* 
Judge Roberts measured to the 


highest standards required of a judge 
and these Senators invoked the time 
honored (or dishonored) rule of cour- 
tesy in order solely to gain some po- 
litical advantage or to embarrass the 


President, then their position cannot 
be sustained, either in law or in 
morals. 


The present method of making ap- 
perenne has become so involved 
in partisan politics. that the Judicial 
Department of tre Government 1S 
gradually sinking to a level upon 

which politicians live and move and 
have their being. It is unthinkable 
that men should be selected for serv- 


ice on the bench solely or largeiy as 


a reward for political services ren- 


dered anybody. 


Should Curb Polities 


I hesitate to suggest a change. Anv 
method that would take the judiciary 
out of the mire of politics would be 
an improvement. Had it been within 
the power of the Suyreme Court of 
Virginia ow the United States Cir- 
cuit Court of Appeals to nominate 4 
man for the vacancy in the Disiric 
Court, we would not have had % 
controversy between the 
dent and the Senators. 

I think the President 


ue 


has made 


some good appointments to th? 
bench—he has also made some that 
were unwise, 
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February 20, 1939 


The United States News 


A NEW BANK 
IN BRAZIL TO 
AID TRADE? 


An acid test for “good 
policy. Dr. Ar- 
anha and a possible parade 
of southern visitors. 


neighbor’ 


STATES officials have 
often proclaimed their interest 
in strengthening the independence of 
cemocratic states in Latin America. 
pr. Oswaldo Aranha, Minister of For- 
_eign Relations of Brazil, is now in 
Yashington discussing practical 
ways and means to implement that 
solidarity policy. 

His visit is the first by a Latin 
American dignitary to these shores 


—Harris & Ewing 


FROM THE SHOULDER 


Dr. Oswaldo Aranha, Brazil's For- 
eign Minister, in the United States. 
on a diplomatic-economic mission, 
frankly states that unless this coun- 
try takes a more direct and practical 
interest in Pan Americanism, the 
inroads already made by ’isms will 
gain in importance. 


since the Lima Conference of Pan | 
If Dr. Aranha is | 
successful, he may be only the first | 


American republics. 
of a procession of Latin American 


Capital. 


Success of Dr. Aranha’s mission 
hinges largely on what the United 
States can do to relieve the econom- 
ic situation in Brazil. It is freely ad- 
mitted in official circles that prob- 


lems of the purse are foremost in | 


the current talks with Dr. Aranha. 


Where Brazil is concerned, these 
problems ofthe purse are severe. 


As outlined by Government ex- 
perts, her purse problems operate as 
follows: 

Brazil has no central bank and no 
central banking law. Most of the 
Brazilian Government’s financial 
transactions are handled for it by a 
privately owned institution, the Bank 
of Brazil. 

Lacking a government-owned cen- 
tral bank, Brazil finds it hard to 
carry on the usual financial opera- 
tions that enable most solvent gov- 
ernments to borrow money freely to 
meet future expenses. 

t is pointed out that a govern- 
Inent-owned central bank, well for- 
tified with capital, could give ample 
security to notes issued for the Bra- 
7.llan government. Notes issued 


under the arrangement now in force | 


with the Bank of Brazil are not so 
completely secured as would be the 
case under.a central bank authority. 


Brazil May Create 
Own Central Bank 


Consequently, one of the major 
items under discussion between Dr. 
Aranha and Secretary of the Trea- 
sury Morgenthau is reputed to be 
creation of a central bank. The sup- 
position is that the United States 
Government would be asked to sup- 
bly the capital for such a bank, 
Which, one estimate says, 
&mount to 50 million dollars. 


Sponsors of the central bank plan 
have mentioned the United States 
20ld holdings of some 14 billion dol- 
-ArS as a possible source of the capi- 
‘al needed to set up the proposed 
Dank. 

Lack of a central bank is also held 
to hamper Brazil’s foreign exchange 
Payments. At present most payments 
‘o foreign merchants who sell goods 
1 Brazil are held up at least 40 days 
‘handled by the Bank of Brazil and 
@' least 100 days if handled by other 
banks in Brazil. 

government-owned bank 

‘th plenty of capital could erase 
most of this delay, it is believed. 

Lack of a central bank also de- 
Prives Brazil of banking business it 
Might otherwise enjoy. At present 
there are no rigid requirements that 
force Brazilian banks to hold a cer- 
‘aln amount of their capital as re- 
Serve ‘against deposits. Creation of 
4 central bank authority would 
Coubtless be accompanied by strict 
regulations to protect deposits with 


adequate reserves, 


‘Stemming directly from problems 


News -Lines 


TITLE REGISTERED U. PATENT OFFICE 


GERMANY 


approve refugee plan, 
Rublee reports. 

Population pressure in Germany 
which has squeezed Jews into a 
ghetto life may be relieved if a plan 
worked out by George Rublee, chair- 
man of the Intergovernmental Com- 

nittee on Refugees, and the German 
government, takes effect. 

Under the new pian to export Jews 
to sparsely settled regions, 150,000 
able-bodied Jews might migrate im- 
mediately and their relatives, num- 
bering 250,000, would follow later. 


Some 200,000 would remain inside 


Germany with a promise of no more 

persecution and a chance to earn a 

living. Bills for the resettlement of 

Jews would be paid partly by a fund 

to be set up by pooling one-fourth 

of all the Jewish wealth in Germany. 


HUNGARY 


ory resigns, finding he is 
partly Jewish. 


Whither Hungary, now that its 
Premier Bela Imredy, sponsor of 
anti-Jewish legislation, has resigned 
after learning that he himself had a 
Jewish great-grandfather? 

Imredy is known and disliked in 
Germany as the man who imprisoned 
Ferenc Szalasi, Hungarian Nazi 
leader. Ironical as it may seem, an 
increase of Nazi activity in Hungary 
is feared as an aftermath of Imiredy’s 
resignation. Opening for Nazi influ- 
ence would be provided by the very 
laws that Imredy framed. His bills, 
if passed by Parliament, would cut 
many Jews out of Hungarian econ- 


omic life where they now occupy the | 


position. The only racial group 


of the purse are political syehisinn 


| 


that also are receiving attention in— 


the discussions with Brazil. 


Financial difficulties have forced | 


Brazil to accept more and more bar- 
ter trade with Germany. As Dr. Ar- 
anha has observed, there are often 
political strings tied to German 
trade. 

The feeling among Brazilians in 


establish more financial independ- 
ence the country would be 


political penetration. 

The close tie between economics 
and politics in Latin America, as ex- 
emplified by Brazil, is one that is re- 
ceiving more and more attention 


a ' high authority is that if Brazil could | 
statesmen to visit the United States | 


in a 
stronger position to resist German | 


—Harris & Ewing 


REFUGEE NEGOTIATOR 


With the resignation of George 
Rublee as Director of the Inter- 
governmental Refugee Committee, 
Robert Pell, (above) also of the 
United States, was named executive 
director to carry on the negotiations 
with Germany. Sir Herbert Emer- 
son, of Great Britain, was named 
_director in place of Mr. Rublee. 


fitted by training to step into the 
niche in the country’s life occupied 
by the Jews are Hungary’s 400,000 
Germans. 


AROUND THE WORLD: 
RELIEF FOR REFUGEES 


* CUBA 
| | PATISTA ends visit to Mexico. 


Now that Cuba’s strong man, Col. 
Fulgencio Batista, is back from his 
state visit to Mexico, what American 
interests want to know is whether 
the Cuban leader imbibed freely of 
Mexican political ideas. 


Expropriation of American-owned | 


farm lands and oil properties by 
Mexico has been closely watched 


through all of Latin America. Some | 


billion dollars of American invest- 
ments, largely in Cuban sugar lands 
and utility enterprises, might be in- 
volved if Cuba should feel in a posi- 
tion to nationalize foreign-owned 
property. 


ITALY 


oppose British- 


French 
Spain. 


Illuminating commentary on the 
Shape of Itafian plans for Spain is 
this passage from an article in the 
Turin newspaper “Stampa:” 


influence in Franco 


“Spain’s natural resources are im- | 


ficiencies in the Italian and German 
economies, from copper to iron... 


_mense and can remedy many de- | 
| been the Senate's 


+ 


Gerald P. Nye 


A Senate Leader in Foreign 
Affairs and an Advocate of 
Isolation, 


N the floor of the Senate chamber 

where oratory has come to be as 
commonplace as a franked envelope, 
Senator Gerald P. Nye, of North Da- 
kota, has earned for himself an un- 
usual niche, 


sistently than others, 


Right now this self-styled progres- | 
sive Republican is taking an active | 


bere in the battle of words over the 
woe Question of this 
nation’s foreign 

As a 
of the 


tee he aligned 
himself with the 
insurgents who 
demanded that 
the information 
“divulged in 
secrecy 
committee be made public. He lost 
cut on that point. He is also the 
author of a resolution to safeguard 
the country’s military secrets. 

For years 


Senator Nye 


_ Ue of neutrality. He sired the present 


the interference of foreign financial | 


—— 


groups is not in the least necessary." 


_ HAINAN’S FALL: PERIL | 
"TO THE PHILIPPINES? 


NCE more Japan has decisively , more directly involved in the Hainan 
bettered its position in the Far | 
East at the expense of democracies | 


while the trading 
West were busy elsewhere. 

Japanese occupation of Hainan 
Island occurred while France, which 
once threatened stern-measures if 
Japan took Hainan, was trying to sal- 
vage something out of the troubled 
situation in Spain. 

The timing of the Japanese land- 


nations of the © 


seizure than in any other step in the 
Japanese march through - China. 
Hainan Island, nestling close to 


situatidn demands, 


Neutrality Act. And any attempt to 
change the complexion of his off- 
spring is bound to be met with vio- 


lent opposition from him. 


Putting it bluntly or politely, as 
the Senator 
is asking the U.S. A. to mind its own 
business and not to go pulling some- 
one else’s chestnut from the fire. 


Right now Senator Nye can lay 


claim to being the titular head of 


_ French Indo-China, is only 700 miles | 


ing on Hainan closely approaches © 
the neat timing of the Japanese at- 


tack on Canton. 


| Britain was distracted by the Czech 


marched into Canton, thus robbing of 


much Strategic value the nearby 
British base at Hong Kong. 
from the United States Government. | 


American interests are 


While Prime Min- | 
ister Neville Chamberlain of Great | 


perhaps | 


can people, 
¢risis last’ October, Japanese troops 


from Luzon, Key island in the Philip- 
pine group. 

The Philippines are scheduled to 
pass from American protection in 
1946 but Japanese encroachment on 
Hainan already has raised the ques- 


_ tion whether the United States would 


Gal. 


permit Nipponese influence to come , 
any clgser to the Philippine islands. 


What now is being considered in 


realistic circles is whether the Ameri- | 


after spending some 
forty y@ars of time, resources and 
effort in developing the Philippine 
Commonwealth, would leave the 
Islands to cope alene with Japanese 
expansion. 


the “neutrality bloc” in the Senate. 
But he did not make his name on 
tnat score alone. 


It was he who chairmaned the 


Senate Military | 
Affairs Commit- 


to the | 


now Senator Nye has | 
outstanding apos- | 


hearings of the Teapot Dome scan- | 


Senate’s investigation of the 1930 
campaign expenditures. 
man of the Senate Munitions Com- 
mittee he bared for the nation the 
trafficking in armaments. Coming 
as it did, the munitions inquiry 
vrobably did more than anything 
else to lay the groundwork for the 
“cash-and-carry” clause in the law 
en export of arms. 

Since the passage of the Neutral- 
iiy Act, Senator Nye has been able 
to see it matched against conditions 
which played no part in his fore- 
casts. He has realized that its ap- 
plication in the Sino-Japanese strug- 


He also did yeoman work in the | the free flow of commerce which are 


As chair- | 


TITLE REGISTERED U. S. PATENT OFFICE 


gle would work to the advantage of, tury 


ine aggressor. 

However, when all things are con- 
sidered, Senator Nye remains wed- 
ded to the principle of isolation. 
And it is his voice which, more con- 
preaches the 
isolation doctrine on Capitol Hill. 


J. Haden Alldredge 


Nominated to ICC, he seeks 
Fair Rates for the South. 


SLENDER, blue - bound volume 
nestling on Capitol Hill and in 
various Government offices for the 
last year and a half has suddenly 
catapulted its author into the spot- 
light. 
The author: 
The _ title: 


J. Haden Alldredge. 
“The  Interterritorial 
. Freight Rate 
Problem of the 
United States.” 
The thesis: 
Freight rate 


this quiet-voiced native Ala- 
baman has been cngaged in prob- 
lems of transportation. Twelve of 
these years were spent in the serv- 
ice Of the Alabama Public Service 
Commission. 


In the resport which rocketed him 

national prominence, Mr. Alld- 
redge sums up the problem in this 
fashion: “An attempt to mee* such 
competition (freight rate differen- 
tials) generally entails a deduction 


to 


_ from the prices received by the dis- 


advantaged producers, since the 
extra freight cests cannot be passed 
on to the consumer. Thus manufac- 
turing in the outlying territories is 
hampered, discouraged and retarded 
despite the fact that certain areas 
in these regions possess, with the 
Single exception of preximity to 
markets, all the economic factors 
necessary for considerable industrial 
growth.” 


differen tials 
against the 
South in- 
defensible. The 
current situa- 
tion: Mr. All- 
dredge has been 
nominated to 
membership on 


J. Haden Alldredge 
the Interstate Commission by Presi- 
dent Roosevelt. 

Since 1934, Mr. Alldredge has been 
_in the employ of the Tennessee Valley 


Authority. He came to work as a 
transportation economist. About a 
year after the publication of the 
above-mentioned report he was ele- 
vated to the post of director of the 
TVA’s Commerce Department. 

In a foreword to the study, Dr. 
Arthur E. Morgan, then Chairman 
of the TVA, said: 

“This survey shows that the pres- 
ent territorial freight-rate bounda- 
ries, which are the outgrowth of 
tradition, constitute barriers against 


hampering and restricting the nor- 
mal development of the Nation as a 


whole by preventing the full utiliza- 


tion of the varied natural resources 
that.exist in the different regions of 
the Tennessee River drainage basin 
and adjoining areas in the South.” 
In effect, what Mr. Alldredge op- 
poses is the relatively low freight 
rates on manufactured and_ pro- 
cessed articles extended to 
Northern and Eastern territory 
which, he ‘says, works economic 


_ hardships on Southern and Western 


States. 
For more than u« quarter of a cen- 


the] 


A TOWER OF STRENGTH 


Banking for 
Industry 


BANKERS TRUST 
COMPANY 
NEW YORK 


Member of the Federal Deposst Insurance Corporation 


might | 


VELOZ and YOLANDA 


in thetr famous 
‘Dance of the Ci igarette "With 


...the can’t-be-copied blend...a HAPPY COMBINATION 
of the world’s best cigarette tobaccos 


THE HAPPY COMBINATION (perfectly balanced blend) 
of the world’s best cigarette tobaccos 


Chesterfield’ scan t-be-copied of mild 
ripe American and aromatic Turkish tobaccos 
gives you all the qualities you like in a smoke 
...mildness, better taste, and pleasing aroma. 


When you try them you will know why 


Copynght 1939, Licextr & Toaacco Co 


Chesterfields give millions of men and women 
more smoking pleasure...why THEY SATISFY 
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AH! SOMEONE WHO UNDERSTANDS 


Cartoonist Carlisle in the Worcester Evening Gazette and Post 


ear 
e 
Cartoonist Page for the Louisville Courier-Journal r 


+ SENATE vs. 


MORE than three-quarters of commenting 4 

newspapers find in the controversy between 
President Roosevelt and the Senators from Vir- 
ginia an attempt on the part of the Executive 
to maintain by force the control that he has 
previously been permitted to exercise through 
the consent of a “rubber stamp” Congress. 


The quarrel which centers around the re- 
jection, under Senatorial courtesy, of a judicial 
appointment in Virginia which was not ap- 
proved by Senators Glass and Byrd, leads to 
the conclusion by the majority of editors that 
the Senate and President have equal authority 
in such matters, under the Constitution. 

A minority, representing 22 per cent of the 
commenting press, raises objection to the prac- 
tice of Senatorial courtesy and also maintains 
that Senator Glass has been a consistent op- 
ponent of the New Deal. 


It is charged by the Chicago Tribune (Rep.) 
that the President has decided on an open break 
with Congress, with the intention of creating a 
new and radical political party. 


Declaring that there is presented a picture of 


PRESIDENT + 


“a divided*majority and a united minority,” the 
Richmond News Leader (Dem.) states that 
“every great American political party seems 
fated to weaken when it is strongest,” and that 
“a party which could not be beaten by the op- 
position defeats itself.” 

An explanation of the clash, given by the 
Cleveland Plain Dealer (Dem.) as “being most 
widely accepted,” is that “Mr. Roosevelt is ap- 
parently disinclined to interpret last fall’s elec- 
tion as a ‘go slow’ signal.” 

“This struggle was inevitable,” in the judg- 
ment of the Green Bay Press-Gazette (Ind.), 
“from the time Congress surrendered its rights 
to the Executive in the granting of emergency, 
powers, for the fight now is nothing more nor 
less than an effort by Congress to reassert itself 
and capture some of its lost prestige.” 


“It is important, in view of this controversy,” 
asserts the New York Times (Dem.), “to remind 
ourselves that Congress is granted the express 
power under the Constitution to take these ap- 
pointments out of the hands of the President 
altogether.” 


“STREAMLINING 
U. S. BUREAUS: 
EDITORS VIEWS 


} ees PRESS is in complete agreement that 

reorganization of the Executive branch of 
the Government is overdue and that it should 
be accomplished without increasing the powers 
of the President, 

The pattern of the proposed legislation is be- 
lieved to have been dictated by the fate of the 
reorganization bill of last year, in the struggle 
between President Roosevelt and Congress. 

“The original reorganization bill,” recalls the 
Rochester (N. Y.) Times-Union (Ind.), “embod- 
ied such vast grants of power to the Executive 
and had so many specific and glaring defects 
that not even revision by House and Senate 
committees could make it into a more satisfac- 
tory measure.” 

Pointing out that the President “asked that. 
the question be reopened,” the Times-Union 
adds: 

“It is true that the complicated structure of 
the Executive branch of the Government—that 
is, the branch which carries into effect the legis- 
lation adopted by Congress—requires revision. 
Many Presidents before Roosevelt urged this, 
when the structure was far less extensive and 
complicated than it now is.” 


“What is of impor- 
tance,’ advises the 
Washington Evening 
Star (Ind.), “is that the 
reorganization be under- 
taken along sound and businesslike lines with 
the sole purpose being an increase in the effi- 
ciency of Government operation, and that the 
whole project not be confused in a storm of 
political implications. 


More Efficiency 
Urged as Sole 
Aim of Changes 


“In view of the administration’s defeat on 
the issue in the House last year and the increase 
in anti-administration strength resulting from 
last November’s elections, an appeal that the 


problem be considered solely on its merits has 


particular cogency at this time.” 


“The fight on reorganization in the last ses- 
sion, which gave Mr. Roosevelt one of his ma- 
jor defeats, according to the San Francisco 
Chronicle (Ind.), was not a fight against reor- 
ganization but against giving the President ar- 
bitrary powers. One provision would have strip- 


ped the Comptroller of right to challenge un- 


lawful expenditures. He no longer could have 
locked the barn door. All that would have been 
left to him would have been.the function of re- 
porting that the horse was gone. 

“There is almost universal agreement that re- 
organization should be effected. If it is put 
into a bill that is not camouflaged for taking off 
the brakes it should and probably will pass.” 


: “Millions of dollars,” 
Large Savings declares the Nashville 


Seen as Result Banner (Ind.), “could be 
Of “Overhauling? saved. Prompt- 

ness and efficiency in 
governmental action could be easily promoted 
by a thorough overhauling of the entire sys- 
tem; but there is a vast difference between such 
a proposal and the one which the President first 
laid before Congress.” 

“What seems to be contemplated now,” ex- 
plains the Kalamazoo (Mich.) Gazette (Rep.), 
“is a plan whereby affirmative Congressional 
action would be required to make any Presiden- 
tial reorganization order effective. Under such 
a plan, if an executive order affecting some 
Federal agency or agencies were to become ef- 
fective it would have to be specifically approved 
by Congress; the mere failure of Congress to 
act one way or another within a stated period of 
time would not be sufficient to make the order 
take effect. 

“The objection to an arrangement like this, of 
course, is that it might defeat the whole re- 
organization movement. Congressmen are sub- 
ject to all sorts of political pressure.” 


“The loose and reck- 
less manner in which va- 
rious ‘authorities’ have 
been created under the 


Control 
Of U. S. Funds 
Is Criticized 


-and given excessive powers,” charges the Santa 

Monica Outlook (Rep.), “is impressed upon the 
popular mind when it is known that 22 different 
Federal agencies have been authorized by Con- 
gress to borrow money by selling their own 
securities and that in half of these cases the 
securities are guaranteed by the United States 
Treasury. In spite of that obligation on the 
Treasury Department, it is given no authority 
to compel these agencies to render an account- 
ing of the funds which are received from the 
sale of the securities which the Federal Treas- 
ury has guaranteed.” 


Federal Government. 


A GREAT JUDGE LAYS DOWN THE GAVEL 


Cartoonist Duffy for the Baltimore Sun — 


NO FOOLING, Boss, 
You DID SAW HER 
IN TWO J 


SOMETHING WRONG WITH THE MAGIC 


Cartoonist Thomas for the Detroit News + 


THE GUY IN THE MIDDLE 


Cartoonist Loring for the Providence Evening Bulletin 
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“The Yeas and Nays” 
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+ create an abundance of wealth, yet also 


The United States News 


LABOR: AFL PLEA FOR PEACE WITH BUSINESS 


T the final session of its winter + supply relief wages to unemployed, + ... 


Editor’s Note: Letters of com- 


t and suggestion are invited + realization of this objective should + Congress of the United States. Such 
men 


Those not intended for publication, 
and those to which writers desire to 
have only their initials attached if 
published should be so marked. 
Even if initials only are to be 
printed, letters must be signed and 
address given. 


“Taxing the Taxes” 


Sir:—The New Dealers’ proposal to 
tax public bonds is exactly the same 
thing as taxing the money the Govern- 
ment borrows from the people to meet 
tax deficits. It makes one think of the 
song, “Round and round she goes; but 
where she stops nobody knows.” This 
song of the roulette gambler is in the 
Jand. 

Let us examine the proposal which the 
Boss New Dealer says may be accom- 
plished by a “simple statute.” To get 
the people to loan their money to the 
New Deal Administration, the Treasury, 
through the mails, the press and over 
the radio, announces that the bonds are 
free of Federal taxes. The next step in 
the game is for the New Deal and the 
Federal Treasury to assert, when the 
taxes are running behind, that taxpayers 
are evading or avoiding Federal taxes. 

They get the people’s money by en- 
couraging them to put their money in 
non-taxables and thereby teaching them 
how to get out of taxes, and then com- 
plain because their pupils have learned. 

Now the plan is to tax the bonds 
and interest issued to get tax money 
and then tax the taxes that will be col- 
lected to pay the bonds and the interest. 
In other words, tax the people as many 
time: as possible. 

JOHN F. CARLISLE. 
Columbus, Ohio. 


Putting Money to Work 


Sir:—Answering Mr. Wambaugh’s let- 
ter in The United States News of Jan. 
23, I wish to point out that the Territory 
of Hawaii has proven that the “trans- 
actions” tax did do exactly what the 
“advocates of the (Townsend) plan 
claim.” 

If Mr. Wambaugh has a better “plan” 
to force idle money into circulation, let’s 
have it. NATHAN HAUSE. 

Glenside, Pa 

Sir:—I wish to commend your publi- 
cation of “The Townsend Plan as Spon- 
sors See It” (issue of Dec. 27) as it shows 
you believe in fairness in setting forth 
present-day matters of interest to the 
general public. 

Never, in my judgment, has the press 
of the nation been as unfair to any one 
as they have been to Dr. Townsend in 
their statements of his plan. The writer 
feels that the press have a perfect right 
to take as strong a stand against the 
Townsend Plan as they see fit, but their 
right does not extend to justification of 
their practice of deception. 

Kirkland, Wash. EDWARD DICKEY. 
x * 


Politics i in U. S. Service 

Sir:—In 1886 President Cleveland 
warned Federal officials not to attempt 
the “control of political movements in 
their localities, indulge in pernicious 
activity” or display offensive partisan- 
ship. Several were suspended and some 
removed for dabbling in politics while 
drawing salaries as servants of Uncle 
Sam. 

Cleveland would not and warned 
others not to use political power to the 
public hurt. We were to have a reign of 
virtue that would shame even the same 
days of the Roman Republic. 

How is it now? Cabinet officers are 
encouraged—if not requested—to whoop 
ii up for the good of the party in every 
possible way, while Mr. Roosevelt leads 
the procession in this activity. The small 
place-holder thinks, in matters political, 
tne more offensive his partisanship, the 
stronger his pull with the President. 

W. H. PORTER. 
Yoakum, Texas. 


“Efficiency vs. Prosperity” 

Sir: Each week The United States 
News carries a feature article entitled 
“The Story of American Efficiency.” Back 
of this series of articles there must be a 
reason, Evidently they represent an at- 
tempt to convince the reader that, be- 
Cause of lowered costs, he profits as a 
consumer. In other words these effi- 
ciency articles are evidently a defense 
of “Big Business,” an attempt to make 
it appear that the large corporations are 
Public benefactors. 

What the average reader, and possi- 
bly the author of the articles, overlooks 
is this highly important fact: Produc- 
tion costs is but another name for pur- 
chasing power. In the premachine age 
there was, generally speaking, but one 
factor in production cost—labor. 

In the present machine age we have 
two kinds of production costs: capital 
and labor. The increase in efficiency, 
under the present system, means noth- 
Ing more or less than greater invest- 
ments in capital, for machinery, and less 
investment for labor displaced by the 
machines, 

In the pre-machine age we could not 
have over-production, at least to any 
Sreat extent, and only in isolated cases, 
because wealth could not be produced 
®8 fast as needed, and because produc- 
Uon costs and selling price so nearly 
balanced. Now, no one will contend that 


We should go back to the horse and | 
buggy days of production. But there-is | 


*Vidently something wrong with a sys- 


tem that makes it potentially possible to 


"will fall. 


makes it impossible for all the factories 
to operate full time in spite of the dire 
needs of humanity for their products. 

The cause of the present condition is 
due almost wholly. to production costs 
going more and more into the hands of 
the capitalists and less and less into the 
hands of labor. 

Under the present system the man 
who practices “thrift” is the one who 
makes it possible to build large factories 
ano transportation systems and he 
should be properly rewarded. 

The real trouble lies in the fact that 
a& man becomes a capitalist only through 
(inheritance excepted) refusing to spend 
his entire income. By the time he ac- 
quires enough money to be classed as a 
capitalist this habit of saving becomes 
firmly fixed—almost a religion, and he 
continues to “save.” 

Now the saving of money can be ac- 
complished only through curtailing ex- 


| penditures and every dollar saved means 


that one dollar’s worth of merchandise 
or service cannot be sold and this leads 
to unemployment, which means further 
loss of purchasing power. “Capital” in- 
sists on saving too much of its share 
and thereby kills the goose . , 

Kansas City, Mo. DR. J. W. PARKER. 


x * 
Monopoly and the Farmer 


‘Sir:—A_ subsistence’ farmer in Texas 
was interested in your report (January 
30) of a debate at Town Hall, New York, 
between Administration Spokesman Ar- 
nold and Westinghouse’s Robertson. 
Both spoke with moderation and fairness 
—two good Americans. 

It is the squeezer who hurts us. That 
is why merchant organizations shout 
against chain stores. ... When I offer 
potatoes for sale, I find only one buyer 
in town—all others have been squeezed 
out. He makes an offer. I accept it or 
eat the potatoes myself. He is my en- 
emy—a squeezer. J. S. WEIMER. 
Mt. Pleasant, Tex. 

x * 
Asks A War On Waste 

Sir:—If ‘every organization—beginning 
with the smaller ones and going up the 
scale right through Government, na- 
tional and State—would pledge itself in 
1939 to eliminate waste, hundreds of 
millions of dollars could be saved and 
released; and much of it could be spent, 
without doubt, for useful purposes in 
every State. 

Instead of spotlighting legitimate big 
business, as if it were the “Big Bad 
Wolf” of America, (1) why not spotlight 
waste and inefficiency, and (2) why not 
spotlight crime—the causes of crime and 
the cost of crime? 


Detroit, Mich. C. M. K. 


kok 


Reducing the WPA 


Sir:—The statement that the reduc- 
tion of the WPA amount would result in 
immediate dismissal and suffering is ab- 
surd on the face of it. 

One might suppose that the whole 
amount were to be dispensed in a day 
or two, and thaf the additional $150,- 
000,000 would meet the needs from the 
day or two aforesaid. 

I saw a letter the other day from a 
WPA man. He suggested the whole or- 
ganization should be investigated; that 
all but the important administrative po- 
sitions should be filled by men on the 
WPA rolls instead of by political hench- 
men, generally inefficient, never leaders 
interested in getting an honest day’s 
work for the citizens who foot the bill. 
Philadelphia, Pa. | A 


Finding Jobs For All 

Sir:—In view of the fact that prog- 
ress through labor saving machines is 
continuously putting more people out of 
jobs, there is only one remedy to put 
the unemployed to work (those that are 
able to work), and that is for the gov- 
ernment to enact legislation cutting all 
work of those now employed (approxi- 
mately 30,000,000) say about 10 hours 
per week, at present wages, and there 
will be jobs for all. 

In these times no one should be per- 
mitted to hold more than one job nor 
should any one be permitted to work 
for pay while he is getting a pension 
that gives him a living. This applies to 
ali, including men and women employes 
pensioned by the Army, Navy, Federal, 
State, county, and municipal govern- 
ments, as well as policemen, firemen 
and teachers. 

Yours with best wishes for saving 
America. 

WILLIAM J. DILEO. 
Palisade, N. J. 


* * 


Labor’s Part in Recovery 


Sir:—Exports of wheat, cotton and in- 
dustrial products are doomed unless one 
of two things happens: Production 
costs here or consuming power abroad 
must change. 

Our past seeming prosperity has been 
built on cheap labor. Now this is gone. 
Foreign consumption is still geared to 
cheap labor. We can’t lift them up; we 
will not lower our standards.... 

We never really had general prosper- 
ity. First, labor was in poverty at the 
expense of capital; now capital ig. being 

ruined at the expense of labor. Unless 
labor will submit to exist on the basis 
of labor abroad, both capital and labor 
C. W. BRADSHAW. 
Dundee, Oreg. 


meeting in Miami, Fla., the 
executive council of the American 
Federation of Labor announced its 
complete recognition of the principle 
that industry and labor share the 
same interests. 

This statement has evoked wide- 
spread comment throughout the 
country. In it, observers find the 
possibility of a new era of coopera- 


How to put idle men 
back to work. The A. F. 
of L. prescription for indus- 
trial recovery. 


tion between industry and the older 
branch of organized labor. In it 
also, observers detect a continuation 
of the drift toward conservative 
thinking on the part of many 
national leaders. 


After an introductory statement of | 


the main problem—that of putting 
idle men to work—the American 
Federation of Labor statement con- 
tinues: 


“We are firmly convinced that | 


various forms of Government spend- 
ing, either in the distribution of re- 
lief or in the development and main- 
tenance of work projects designed to 


can only serve as temporary meas- 
ures and can not and do not provide 
a permanent solution for unemploy- 
ment. 


“The market for the sale of goods 
and service can be increased and en- 
larged only through the application 
of a sound economic policy whereby 
there is placed in the hands of the 
masses of the people a buying power 
which will enable them to buy, use 
and consume the manufactured 
goods and service which private in- 
dustry is prepared to supply. 


Willingness to Risk 
Is Needed in Industry 


“We must turn to private industry 
fur the solution. It should and must 
serve the nation. Our national in- 
terests require that private industry 
be accorded the widest opportunity 
to do so. That involves expansion 
and an increase in productivity. 
Such action must be considered as 
the primary step necessary to cre- 
ate work opportunities for the mil- 
lions who are unemployed. 


“Obviously, the next step must be 
the establishment of credit and the 
will and purpose on the part of the 
owners Of industry to risk, invest, 
build and construct..The basis for 
such procedure must be found in the 
creation of a favorable state of 
mind. Fear, a lack of confidence 


—Underwood & Underwood 
WILLIAM GREEN 
President of the AFL 


and distrust in governmental social 
and economic procedure should be 
removed. 

“A political and economic state of 
mind should be created which would 
enable all financiers and the owners 
and management of industry to face 
the future with confidence, willing 
to risk in the expenditure of funds 
for the development of industrial 
enterprises and in the manufacture 
and sale of manufactured. products. 

“We are firmly convinced that the 


be the primary purpose of Govern- 
ment, industry and labor. Whatever 
stands in the way—whatever bar- 
rier may have been created, either 
as a result of fear or as a result of 
affirmative action on the part of 
those who administer the affairs of 
government, ought to be broken 
down so that our industrial pro- 
cesses may function in a proper way 
and unemployment may thus be 
overcome, 


“Some strong powerful and influ- 
ential representatives of private in- 
dustry maintain that in order that 
private enterprise may go forward 
it is necessary that the rules and 
laws under which industry should 
operate should be more definite, 
clear and understandable. This, it 
is asserted, would stabilize industrial 
conditions and would serve to re- 
lease financial and industrial forces 
necessary to the enlargement and 
expansion of private industry . 


Stabitity in Rules 
For Business Urged 


“The executive council is firmly of 
the opinion that this issue should be 
met squarely. All should understand 
that no new rules or stipulations will 
be promulgated by some administra- 
tive bureau other than the rules and 
regulations definitely set forth in 
regulatory statutes enacted by the 


action will serve to help business, 
labor and the people generally. 
Under such a plan industrial mane- 
agement would be accorded the 
widest opportunity to render service 
in the solution of our unemployment 
problem. 

“The executive council reaffirms the 
position of the American Federation 
of Labor regarding private enterprise 
and private initiative. We are firmly 
committed to such an economic phi- 
losophy. We believe that private 
initiative, private investment and 
private endeavor in private industry 
should be encouraged and supported, 
We assert that those who invest in 
private industry should earn a fair 
return upon such investment and 
that labor should be paid a price 
which would accord to all workers 
and their families an opportunity to 
live in decency and comfort. 

“We urge the development of the 
highest and most perfect form of co- 
operation between management and 
labor. We are convinced that the 
best interests of all the people of the 
entire nation can be served through 
the acceptance by those who admin- 
ister the affairs of our Government 
and by the law-making bodies of the 
nation of the well considered plans 
and recommendations which both 
management and labor can, as a re- 
sult of long and varied experience, 
submit for information and consid- 
eration.” 


How the Gypsy you 


creates new jobs 


F YOU are like most Americans, every so 
often you get the urge to pile your family 
in the car and go places. 


And this restlessness which you share with 
your fellow Americans is a public benefactor— 
mainspring of a big business which promises to 
become increasingly bigger. 


For in the wake of increasing highway travel, 


new opportunities are opening up all over the 
country ... providing new jobs, new livelihoods 


for thousands. 


Gulf Building 


A big year... and a bigger future 


This means much to America today. Best esti- 
mates show that, in 1938, tourists will have spent 
a total of five Dillion dollars. And it will mean 
even more to America tomorrow, unless the pre- 
dictions of transportation experts are completely 


wrong. 


Thus America will profit by its own restless- 
ness. But don’t forget that in this mushroom 
growth of motor travel, the petroleum industry 
has played a vital part. 


Low gas prices boom travel 


For the petroleum industry has helped provide 
you with low-cost transportation. Since 1920, the 
average cost of a gallon of gasoline (without 
taxes) has been cut in half! The oil companies 


have made travel easier, too, with their free 
maps and host of free services. 


Yes, with the help of an efficient _— a 
industry, more and more people can satisfy the 
urge to travel... putting more money into.cir- 
culation, providing more jobs, helping build a 
greater, richer country. 


GULF OIL CORPORATION 
GULF REFINING COMPANY 
Pittsburgh, Pa. 


YOU TAKE IT FOR GRANTED—all this free service at gas sta- 
tions, But it’s one of the things the petroleum industry has 
done to make travel more enjoyable for millions. 


IF GAS SOLD at 1920 prices, few could afford to tour. By 
lowering prices and improving gas quality, the petroleum 
industry has helped create a tourist business that runs 
to 5 billion dollars annually. 


INCREASING MOTOR TRAVEL means increasing opportunities 
for small business men to open service stations, tire stores, 
repair shops, and similar businesses of their own. 


FREE OIL COMPANY MAPS make touring plensaater. In fact, 
touring is now so popular that hotels and tourist camps 
will take in an estimated $600,000,000 this year. 


TOURIST MONEY FLOODS oni businesses, too. More than 
one billion dollars will be spent by motorists for sporting 


jgoods, camp equipment, clothing, and other purchases. 


One of a series of advertisements designed to give the public a clearer understanding of the petroleum industry's contribution to better living in America, 
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question? Or is it a challenge? 
Are we simply asking ourselves 
whether or not it might be possible 
that 10,000,000 men and women, who 


- are being supported principally by 


taxes, may be returned to the produc- 
tive way of life? 

Or, do we mean that we are going 
to solve this situation? Do we mean 
that jobs must be provided for the 
army of idle people in this country 
and that business men are going to 
find the way to do it? 

We need to know just where we 
stand when we talk about this tre- 
mendously important subject of un- 
employment. We need to know 
whether mental erosion has carried 


’ gway our courage and determination, 


- whether our mental area has become 


so fallow that we accept the sophis- 
try that our American system has 
reached its limitations. 


A Pledge of Faith 


In Our Economy 


I am sure that if we search our 
minds for the answers to these ques- 
tions we will come to the positive 
conclusion that, as business men, we 


. still have faith in ourselves, faith in 


our institution of business, and faith 
in our whole incentive philosophy of 
economy. I know that we have the 


intelligence to remove this barricade 


across our path and to progress to a 


- far greater prosperity than anything 


welihave ever known. 


Certainly you gentlemen would not 


have come here today were you with- 
out hope for the future. Were you 
defeatists or fatalists you would not 
be trying to solve the problems of 
your individual businesses, of your 
communities, ofthe State, and of 


. the nation. 


' This meeting of the Pennsylvania 
State Chamber of Commerce symbol- 
izes the determination of business 
men in every section of this State, 
and in every line of activity, to coura- 
geously face the challenge of unem- 
ployment. 


Here we have the leaders of busi- 


’ ness and industry seeking new ideas, 


* gaining fresh inspiration from an ex- 


change of viewpoint, and aggressively 
tackling our mutual problems of 
State and nation. That is an inspira- 
tion. In itself, that is hope for the 


- future. 


The Need of Business 


For Government Aid 
And what is true of business in 


| Pennsylvania is true of business in 


the nation. That far greater pros- 
perity, of which I speak, awaits only 
the necessary and proper assistance 
from those in Government. 

With that we can go forward to a 
day when there will be a job for every 
willing worker. We can lift the 
standard of living to new heights. 
The earned incomes of most of our 
population can be raised to a level 
where their needs, at least, can be 
met. There can come a day when 
there will be ready markets for all 
‘the goods produced, and an end of 


« poverty in the midst of plenty. 


These things we can do without 


Miracles and without “masters,” once 
_ those in office return to the incentive 


philosophy which is the secret of | 
America’s greatness of the past. 

You and I know that through the 
fortitude and native intelligence by | 


Is thata 


| 


which American business men have | 
overcome past adversities and Ob- | 


stacles we can capture our giorious 
future. 
to solve the serious unemployment 
problem, and thereby destroy the 
menace to our democracy from the 
“isms” or from a break-down in our 
National economy. 

_ There. can--be-no question of the 


seriousness of the unemployment 
problem when betveen 10,000,000-and | 


We know that it is possible | 


13,000,000 of our }eople are in en- |.¢ 


' forced idleness. No wonder we have 
a relief problem, requiring more and 
more taxation. Our national income 
is down from $81,000,000,000 in 1929 
to $61,000,000,000 last year, or about 
$8,000,000,000 less than it was back 
in 1920. 

On the basis of employment back 


- In 1929 there has been an estimated 


loss of 43,000,000 man-years of work 
in this country between 1929 and 
1938. That is the same as a full 
year’s work for 43,000,000 men. 


The estimate, carried into dollars, ~~ 
shows that the loss of wages and sal- | 
aries in this country, from 1929 to 
1938, amounted to $120,000,000,000, or © 
nearly twice the amount of the whole 
This does 
not take into account the loss in 
farm income-or in dividend pay- 


national income last year. 


ments. 


But this is wmere our markets have 
This is where our prosperity 
is sleeping. Put an average of $15,- 
000,000,000 a year back to work in the 
pay envelopes of the idle men inthis | 
country and we can forget all of 
those problems which are so real and 


gone. 


SO pressing today. 


Remember that these are prob- 
We in- 


lems of our own making. 
herited few of them from the gen- 
eration which preceded us. 


| 


great depression, 
| ment alone, nor business alone, can 


Nearer 
_ proper solution to our pressing unem-. 
| ployment problem than ever. 
| have had the WPA, the Wage and 


Hour Laws, the AAA and the other 
They 


The Burden Now and in 1900—A “Penalty’on Employment—Need of Cooperation 


“UNEMPLOYMENT AND TAXATION—THE SIAMESE TWINS’ 


pe for the unemployed! 


By Business and Government to Provide Jobs and Combat “Isms” 


aX) 


By WALTER D. FULLER, 


faced and solved their problems, just, tion frantically searching for some + 


as we must do. 

Is it too much to expect that a 
people who conquered the lightning, 
who developed the miracles of the 


telephone and the automobile, who 
conceived mass production methods, 
and who pioneered into the strato- 
sphere can solve economic problems 
of their own making? Is it too much 
to expect that with billions of dollars 
available for investment and with the 
greatest demand for goods any coun- 
try could hope for, we cannot find 
work for our idle people? 


This is not a complicated problem, 
requiring ingenious schemes and 
super-intelligence. It is simple and 
the answer is simple. Men want work 


complicated way out. 

But these have only been fancy 
pills concocted by the economic prac- 
titioners. They are only palliatives. 


even with mass. production 


_ other efficiencies, to turn out higher | 
wages and lower: prices to increase 
_ tainly didn’t compare with the auto- 
There has been a great deal of 


They are the aspirin for a nine-year- | 


long headache. The aspirin, which at 
first seemed to ease the pain, finally 
is beginning to have less and less ef- 
fect. 

So it is little wonder that we find 
some men losing hope, ready to con- 
template a new econénic order. Who 


can blame hungry, despairing men | 


for losing patience? It is little won- 
der that we find some serious-minded 
individuals debating whether our na- 
tional economy is not somewhere 
near the breaking point. Men should 
not have to ask themselves, in this 


—Harris & Ewing 


WALTER D. FULLER 


to buy the goods we want to produce, 


to sell to the men who want work. 


Find the answer to that and we 
dispose of all the related problems 
such as mounting debt, declining na- 
tional income, the vanishing incen- 
tive to invest, the relief burden with 
its increase from an average of $87,- 
000,000 a month in 1933 to an average 
of $247,000,000 a month for 1938. We 
find the answer, too, to the rise of 
the “isms” and the danger of war for 
this country. The cure for one of 
these is the cure for all. 

We have wasted too much time in 
properly diagnosing and treating our 
trouble. Too many quacks have 
tried out their cure-alls. The simple 
remedies have been scorned too long. 


And the old-fashioned doctors, the 
business men who have guided this. 


nation through the previous crisis, 
have been ignored too much. 

It is time that we faced the cold, 
hard facts. .And I mean the facts 
as they exist, not as we would like to 
have them. 


Prosperity Waits 
On Reemployment | 


We must face the fact that as long 
as there are 10,000,000 people, or 


| maybe 13,000,000 people, in this coun- 


'try—and incidentally about 10 per 
cent of them in the State of Pennsyl- 
vania a’one—wanting work that is 
denied them, there can be neither 
prosperity nor security for anyone in 
this country. 
We must face the fact that as long 
as this unemployment, problem ex- 
ists there will be a declining, instead 


of a rising, standard of living until, 


possibly, some sad day of reckoning 
overtakes us. 

We must face the fact that we can- 
not go back to 1929, even if some peo- 
ple wish we could, but that the only 
thing that is constant is change and, 


are here and we must find a way to 


live with them. 


And we must face the fact, too. 


| whether or not we like some of the | 
| changes that have come about, they 


that in this, the tenth year of the | 


neither Govern- 


solve this problem, but by realisti- 


| cally appreciating the importance of 
| each other, and of one to the other, 
we can provide jobs for every willing 


worker. 
Right now we are apparently no 
the end and little nearer a 


emergency efforts of an Administra- 


modern civilization, whether hunger 
is the price of liberty or whether de- 
mocracy is the crowning achieve- 
ment of government. 


Obviously Government cannot cre- 


ate sound and lasting employment or 
a higher standard of living. We 
should no more expect such an im- 
possibility of Government than we 
should expect Government to create 
wealth or to manufacture weather. 

If the answer to our problem lies 
in providing work for idle hands and 
sound thinking for idle minds—and 
I think that it does—then that is the 
job that only business, with the prop- 
er encouragement from Government, 
must do. 


Ingenuity of Business 


Postponed Depression 

Let me say right here that had it 
not been for the business men of this 
country; had they not everlastingly 
pressed forward, exploring and de- 
veloping new fields of science, man- 
agement, production and distribu- 
tion, that the present threat to our 
national economy would have con- 
fronted us long ago. 

But for what the business men of 
America have done to improve the 
Standard of living and to provide 
more of the good things of life for 
everyone, we would have had the cli- 
max, and possibly a collapse, before 
this time. 

Ingenuity in the field of business 


and industry have made it possible | 


for this Nation to keep abreast of the 
swelling tide of taxation, 
holders, year after year, have spent 
more and more. 

Business men—not  politicians— 
have made America, and only through 
intelligent business action can Amer- 
ica solve its present-day problems. 

This is a philosophy contrary to 
what has been preached in high 
places. This is contrary to the prop- 


as oOffice- | 


aganda of the politicians and the of- | 


But 
facts speak for 


fice-holders in recent years. 
nevertheless the 
themselves. 


this burden of blame for our serious 


unemployment problem on the bus- 


iness men, the facts are that increas- 
“ng taxation has meant decreasing 
employment. Increased taxation and 
the threat of, more to come have 
meant less and less money available 
for. investnrent. This is a tax depres- 

Whatever was the primary cause 


Of the crash in 1929, we have a tax 


We | 


depression and consequent mass un- 
employment today. The rate of tax- 
ation has increased faster than busi- 
ness and industry have been able, 


the real average of the workers. 


confusion in the  public’s mind 
about the contribution of business 
to our economy. There are those 
who would have the public believe 
that there has been no contribution 
at all. 
a force for good, business has, in 
some strange way, held back the de- 
velopment of America. 

One thing that has helped con- 
tribute to this confusion in the pub- 
lic mind is that comparisons have 
been made over short periods of 
time, rather than by looking upon 
business as a continuing force. Busi- 
ness is not static but dynamic. You 
cannot get the proper perspective 
from month-to-month comparisons, 


President, The Curtis Publishing Company 


lowest priced automobile not many 


They preach that instead of | 


or even from one year to the next. | 
But if you will look back, say, to the | 
1900 pattern, and size it up against | 


what we have today, there is no ques- 
tion but what we have come a long 
way, and that long, happy way 
through the vehicle of business 


alone, rather than through Govern- | 


ment itself or any other conveyance. 


The Rise in Burden 
Of Taxes Since 1900 


Possibly some gentlemen in Gov- 
ernment do not fully appreciate the 
tremendous handicap we in business 
have been under all these years in 
trying to better our national welfare. 
Certainly they never mention that 
in 1900 taxation by Federal, State 
and municipal governments took 
only 6.7 per cent of the national in- 
come and today about 20 per cent 
of total national income goes to 
these taxing agencies. 

Without’ the improvements in 
business to add to our national in- 
come where would we be today, with 
taxation taking $12,500,000,000 in 
cash money from the people a year, 
if we were still on a basis of the 
1900 national income of $20,500,000,- 
000? That would be more than 60 
per cent going for the upkeep of 


Government. 


But business has made it possible 
both for the Government to take 
more and more out of the spending 
stream, and at the same time for 
the standard of living to be steadily 
improved. At least, that was the 
case until 1930. 

Since then, the fact is that taxa- 
tion has so subtracted from pur- 
chasing power, so destroyed employ- 
ment power, that we have had the 
longest and most severe depression 


in all history. It is taxation which © 


furnishes one of the main answers 
to.why we still are not. much nearer 
to normal conditions in this country 
than we were in 1930. 


High Taxes As Cause 
Of Unemployment 


Because of taxation, millions of 
workers have empty hands and 
empty pockets, but fertile minds. 


from employing as many workers 
as it once did, 


years ago was $1,500. 


10bile you can buy today for $600. 
Today you can buy a camera for $10 
that will perform wonders. 
many years ago the camera that 
sold for $50 was so inconvenient that 
after a picture had been taken the 
camera had to be returned to the 
factory for the development process. 

These are only a few 
that come to mind. You can cite 


constant reductions in the price of 
electricity, oil, telephones, radios, 
rubber tires, etc. 

As for wages, we need go no fur- 
ther than our own experiences. You 


And it cer- | 


Not | 


and + for 25 cents a few years back. The 4 which they never have an oppor- 


| tunity to spend. 


| 


instances | 


We have. an official Governmental 
“check-off” system in this country 
today. 

The money that the worker 
doesn’t get at all is in the form of 


Special taxes on pay envelopes—the | 


Social Security tax, workmen’s com- 
pensation tax, the old age benefits 
and otners. 

It is not a question of whether we 
favor the humanitarian purposes of 


these taxes—and I am sure that all 
any number of others, such as the | 


j 


of us do—but it is a question of how 
seriously this practice of dipping 
into workers’ pay envelopes is stag- 
nating employment and keeping idle 
doliars out of employment. 

Today there is a loading on each 


whole economic order. 


text of his address. 


Is this a “Tax Depression?” 
Walter D. Fuller, President of the Curtis Publishing Com- 
pany, of Philadelphia, publishers of the Saturday Evening 
Post and other periodicals, thinks so. He regards the heavy 
tax burden as the basic cause of unemployment and busi- 
“ness stagnation; contends that Government and business 
must get together to solve these twin problems and to re- 
move “the jeopardy of tomorrow’—the danger that a dis- 
contented, poverty-stricken people will take matters into 
their own hands and solve the problems by changing the 


In an address Feb. 16 before the Pennsylvania State 
Chamber of Commerce, he declared that business and Gov- 
ernment, working together, can counter misleading doc- 
trines and forestall Fascism, Nazism and Communism. 

As a leading business man, his views carry especial weight 
in the search for a cure for America’s economic ills. 
United States News therefore presents herewith the full 


The 


remember the sensation it caused 
when Henry Ford announced a $5 
day. Now the $5 day is in effect in 
hundreds of plants and companies. 
Not so long ago the work day stand- 
ard was 12 hours. Many of us have 
worked 16-hour days. The general 
practice now is a 40 to 44-hour week. 


How Wage Rates 
Have Been Raised 


Sixty years ago the average wage 
in this country was $347. Recent 
Studies show the average now is 
above $900. Thus, 60 years ago, with 
taxation taking but 5 cents out of 
every dollar earned, the average 
worker had $329.65 to spend for food, 
housing, clothing, medicine and the 
few other necessities of that simple 
life. Today with taxes taking 33 
cents out of every dollar earned, or 
about $297 annually, the average 


_ worker has about $603 a year to 


regardless of what | 


politicians and economic planners | 


may say. . 

Today taxation, directly or indi- 
rectly, is taking 33 cents out of 
every dollar that is earned. It took 


an estimated $12,500,000,.000 in 1937 | 
to satisfy all the tax collectors who | 


came knocking at our doors. And 
to satisfy those knocks each family 
had to give up about $377 that year. 

No wonder our purchasing power 


is too weak to pull us up the hill and | 


into the land where the sun shines 
again. Compare this 
cents out of each dollar earned with 


drain of 33 | 


_ Spend for food, clothing, medicine, 
Punitive taxation prevents business | e 


automobiles, entertainment, vaca- 
tions, insurance, gas and light, read- 
ing, ete. 

But for the higher wages and 
lower prices which have come alone 
from business, every worker today 
would be in a sad plight. On the 
basis of the present rate of taxation 
he would have only $232.50 a year 
left for himself after paying ~taxes 
had business failed to come to his 
aid with more real income. 


There has been a 33 per cent re- 


+ 


duction in working hours, about 150 | 
per cent increase in.wages, a ma- | 


terial decrease in the level of prices, 


_ and about a 500 per cent increase in 


the period before 1900 when taxa- | 


tion took but 5 cents out of each 
dollar earned. 


Improved Products 
At Lower Prices 


Can you imagine what would have 
happened ify 33 cents out of every 
dollar had gone for taxation on the 
basis of the 1900 economy? That 
was the era before mass production 
methods. That was almost an en- 


_tirely different sort of a civilization, 
In spite of those who would put | 


have today. 


as we remember it, from what we 
There were practically 
no automobiles: 
trie light, air conditioning and many 
other conveniences of today were in 


_ their early stages of development or 


_ Still were only a glint in the inven- 


tor’s eye. 

The facts show that-business has 
done more, by far, than all other 
forces in creating a new concept of 
Civilization, in creating jobs, in lift- 
ing wages, lowering prices and in- 
creasing production. 

You can buy a better can of soup 
goday for 10 cents than you could 


taxes in the last 60 years. 


Thus, it seems to me, it is clear 
what has happened on the road to 
prosperity. As prices have come 
down and wages have gone up, tax- 
ation has become more and more 
dynamic, destroying or seriously 
threatening the good effects of both. 
Our taxation no longer is incentive, 
with one important exception, which 
I shall discuss a little later. 


Where is the incentive, in trying 
to create :a better economy, when 
Government operates to nullify the 
effort? What progress is there to- 


ward a higher standard of living in 


the telephone, elec- | 


higher cost of Government? Does 
anyone imagine that our independ- 
ence was won that there might be 
such a contest for supremacy be- 
tween the forces of creation and de- 


Struction? 


Taxation at first was purely direct. 
Then it became insidious as the 
theory of hidden taxation developed. 
Now it has entered the phase of 
completely invisible taxation. 


doilat. of pay roll of from 7 to 10 
cents in most establishments—this 
will vary between States and be- 
tween establishments. In other 
words, for a $25 a week worker the 
employer really pays nearer $27.50 
a week or about $130 a year more 
than the Mvage indicates. 

Contemplated increases in the cost 
of the Federal Old Age Pension Plan 
are the items which most evidently 
will increase this loading. The pres- 
ent plan is built upon a theory that 
it will require, when the plan js ma- 
ture, the annual income of about 10 
per cent of annual pay rolls. Gen- 
erally speaking, this sum is supposed 
to be secured by the ultimate pay- 
ment of three per cent by employer, 
three per cent by employe, and four 
per cent from interest on the reserve. 

Since this last four per cent must 
come from general taxes, it means, 
probably, that most of it will ulti- 
mately be paid by the business man. 
So to the 7 to 10 cents already being 
carried by the dollar of wages, we 
Shall have to add some further 
figure. 

What it will ultimately be is pure 


guesswork, But I would not be sur- | 


prised, 
tinue, and possibly are enlarged, that 
ultimately each dollar of wages may 
carry from 15 to 25 cents extra for 
these various social services. 

I submit that with 8,000,000 men 
and women now registered at State 
employment offices and looking for 


if present tendencies con- , 


work today and with estimates of | 


from 10 to 13 million unemployed, 


this loading of pay rolls has serious | 


effects in delaying re-employment. 
Obviously the employer in the long 
run facing these pay-roll taxes must 
find perhaps $30 a week rather than 
$25 for the $25-a-week worker. That 


_ $30. instead of $25 enters into his esti- 
' mating, increases his prices, makes 


it just that much harder for the 
customer to buy his goods. 

If we reverse the picture, we find 
the employer tempted to reduce his 


' expenses via the pay roll. Obviously, 


he can Save from $1.10 to $1.25 for 


- each dollar of wages he eliminates. 


In other words, he gets a dividend 
of from $100 to $500 a year 


from 


the taxes he doesn’t have to pay on | 


the wages of each person he cuts off 
the pay roll. 

We have the most serious unenploy- 
ment problem in our history and yet 


Government is, in effect, offering a 


| jobs, 


‘By | 


| that I mean that we have a situa- | 


; on wherein the workers are paid | 


wages which they never see, wages 


bonus to employers for eliminating 
Our greatest need is to get 
people back to work, and yet we en- 
courage employers, through our tax 
System, to keep people in idleness. 

This is not a paradox. 
omic sabotage—innocent, perhaps, 
but nevertheless devastating. 

I spoke a moment ago about the 
fact that our taxing philosophy was 
based upon a punitive rather than 


It is econ- , 


workers at 


n 
this particular case that is not true. 


Government there is providing a more 
than substantial incentive to encour. 
age the business man. toward the 
maintenance of unemployment. 

I submit that this situation may 
be of a sizable factor in the unem- 
ployment situation, and if that is so 
now it will be a bigger factor in the 
future. 


This tendency toward constantly 


increasing taxation is certainly one 
of the reasons for idle men and idle 
billions of dollars when there is so 
much work to be done and so much 
want in the midst of plenty. 


Draining” the Dollars 
From Spending Stream 


This new, insidious way of extract. 
ing revenue from an unsuspecting 
people is developing at a time when 
our crying need is for getting people 
back to work, and for more spending 
power rather than less. It is draining 
precious dollars out of the spending 
Stream in the most Serious crisis 


Since the World War.., 
, Consider this in the light of a 


study of more than 30.000,000 indi- 
vidual registrations with the Social 
Security Board showing that the in- 
come of the average full-time Ameri- 
can industrial worker—and that in- 
cludes everyone from the corpora- 
tion president to the office boy—in- 
Stead of being $1,100 yearly, as pre- 
viously supposed, is nearer $900. 

The significance of these figures 
cannot be denied. Other figures com- 
piled during recent months by the 
Federal Government, at the expense 
of some $7,000,000, show that over 
half of the urban families of. the 
United States evidently have incomes 
below $30 a week— most of them 
much below that sum (I said families 
—not individuals). Out of these 
Small incomes, both personal -and 
family, must come their contribu- 
tions to the tax system—indirect, hid- 
den and invisible taxes. 

May I point out that when half of 
our urban population faces this situ- 
ation, it becomes a matter of vital 
concern for each of us. Obviously, 
many such families can save little 
or nothing. It is equally obvious that 
most of them cannot have the things 
they need and want, and that one of 
our greatest markets lies frozen on 
our doorstep. 


Half of Population 
Find Needs Unfilled 


How long will these families be 
patient under such conditions? How 
long will they be calm in the face of 
Shrinking incomes from tax-para- 
lyzed businesses? 

Some way, somehow, my friends, 
the incomes of that more than half 
of our population are going to be 
lifted or else their needs and wants 
are going to be satisfied in some 
other way. Remember, they consti- 
tute more than 50 per cent of the 
people—they have more than half 
of the votes. 

How is it going to be done? I hope 
by business men like you and me, 
both directly and through our great 
associations. Business wants to do 
this job—it is eager for the oppor- 
tunity, but the binding ropes of tax- 
ation hold it in check. 

We have a double purpose in want- 
ing to do the job. Not only are self- 
preservation and the future happi- 
ness of our families, our businesses 
and ourselves involved, but if we do 
this job we shall open up new mar- 
kets, greater than any of which we 
have ever dreamed. The successful 
accomplishment of this objective 
might easily mean a 100 per cent in- 


crease in your business volume with-~ 


in a few short years—and a sound 
increase, at that. Only a partially 
successful result would quickly cure 
Pennsylvania’s unemployment. 

Increased production, greatly in- 
creased production and broader dis- 
tribution with the lower prices, which 
such production and _ distribution 
bring, are the needs. 

We all hope for a real solution, I 
am sure, but we had better be about 
our business in this connection, be- 


cause if we don’t do it, then these 


millions of people I have been de- 
Scribing are going to raise their in- 
comes or accomplish the equivalent 
in some other way and in Spite of us. 

But if we do this job of lifting in- 
comes and employing the willing 
fair wages and under 
humane conditions, the dictators 
ab-oad may bluff and bluster to their 
hearts’ content, but the people of 
America will have ears only for the 
hum of machinery and the tinkle of 
coins in the pay envelope. 

Our course, as I see it, is to look a% 
taxation realistically and rather than 
let it control us, to curb it and dil- 
rect it to the incentive way, so that 
capital will hunt opportunity in new 
plants, equipment and other expan- 
sions and so that business men wi!l 
be encouraged to go ahead wilh 
plans and production. 

In this, Government and business 
must work along parallelNines. I 40 
not mean cooperation as we have 


[Continued on Page 9.] 
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E course of western civilization 4 


has been marked by the advances 
man has made in milling grain. 
Thus, in the earliest history of the 
race the invention of the hand-mill 
for grinding grain ranks next to the 
discovery of fire in importance. For, 


while fire enabled man to conquer | 


cold and to cook his food, the hand- 
mill enabled him to abandon his con- 
stant nomad search for food and set- 
tle down’ to a permanent place of 
abode. 

Those first grist mills were merely 
hollows in rocks where grain was 
pounded with a round boulder. The 
first improvement came with the de- 
velopment of the saddlestone mill, so 
called because its upper surface re- 
sembled a saddle. This type of mill 
substituted grinding for pounding. — 

About the third century B. C. an- 
other great advance occurred in 
milling with the invention of the re- 
volving mill in which the lower stone 
was stationary while the upper re- 
volved, 


Steam Power Mill 
Invented by Watt 


The revolving mill was operated 
either by slave labor or by horse- 
power or by use of some other beast 


of burden. And from those early days 


until the 18th century there were no 
fundamental changes in the actual 
milling process. 


Then, in the 18th century came the 
industrial revolution. And again 
milling progress marched ahead as 
civilization reached new heights. 


It was James Watt, inventor of the 
steam. engine, who in England in 
1786 built the first flour mill to be 
run by steam, thereby opening the 
way to modern flour milling. 

With steam power, a flour mill of 
nearly any size could be built and 


., Operated anywhere; with the inven- 


tion of the railroad a means was of- 
fered for shipping the millers’ pro- 
ducts wherever a market could be 


_found.., 


An American inventor—Oliver 
Evans—is credited with the inven- 
tion of automatic milling machinery 
in 1790, which did much to speed up 
progress of the industry in the early 
19th century. 

As a result of Evans’ system of 
elevator and conveyor devices for 
moving the grain through the mill, 
it became possible to carry out me- 
chanically every step in the milling 
process, from the cleaning of the 
wheat to the barreling of the flour. 


From Hungary, one of the greatest | 


European wheat producing and wheat 
milling countries, came another im- 
portant development. This is what 
is known as the gradual reduction 
process of grinding wheat. 

Using heavy steel rollers instead of 
millstones, the Hungarian millers 


about. 1870 reduced the wheat to | 


flour in a successive series of roll- 


New Rolling Process 
Developed in U. S. 


~ American millers experimented sev- 
eral years with rollers with little 
success, Finally, John Stevens, a 
Neenah, Wis. miller, developed a 
Corrugated steel roller which proved 
Satisfactory. 

Perfection of the roller milling 
Process permitted the production of 
a larger amount of flour from each 
oushel of wheat ground and also pro- 


than the old methods. 

Still another invention to the 
credit of the United States is the mid- 
dlings purifier. This invention was 
first introduced by Edmond La Croix 
in 1871 in Minneapolis. 

Invention of the middlings puri- 
fier made it possible to mill the hard 
spring wheat which is the only type 
that can be grown successfully in the 
great Northwest and Western States. 

Although the basic milling process 
has not been changed since the in- 
troduction of the purifier and the 
roller, there have been numerous re- 
finements of the manufacturing proc- 
ess and improvement of the product 
through application of modern re- 
search. 

The fine, white flour which is avail- 
able today and the different types 
cf flour,such as pastry flours and 
cake flours are manufactured largely 
as the result of the application of 
scientific laboratory methods to grain 
milling. 

The result of the technological im- 
provement of the industry is that 
milling costs amount to only a frac- 
tion of the cost of a pound loaf of 
bread, as is shown by the illustra- 


- duced a much finer, whiter flour, tion on this page. 


This margin go- 
ing to the millers is shown by the 
best available official data to have 
been about one-sixth smaller during 
1938 than it was in 1926, in_spite of 
the fact that wage scales were higher 
last year than in the earlier year. 
All told, the story of milling has 
been one of constant progress. to 
meet the growing needs of America. 
As a result there is a marked dif- 
ference between the old flour mill 
operated by water power and the 
modern electrically or steam oper- 
ated mills. 7 
The old type of mill depended on 
an intermittent flow of power, used 
millstones to grind the grain and 
produced a “specky” flour which it 
usually sold only in the immediate 
neighborhood. 
The modern mill usually uses elec- 
tric power, there are steel grinding 


{ rollers and modern machinery which 


produce clean, all-purpose flours and 
specialty flours which are distrib- 
uted on a regional and sometimes on 
a national basis. 


The foregoing ts article No. 56 in 
a series of outstanding developments 
in the efficiency of American ine 
dustries. 
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and sagacity and preparation, and 
all the other wonderful things of the 
German army and navy. My com- 
ment is always the very familiar 
comment, ‘Rats.’” 

In late years smaller reviews were 
held by Presidents Harding, Coolidge 
and Hoover. 


interest in the fleet. He reviewed 
the fleet once on the East Coast and 
visited it at another time on the West 
Coast. President Coolidge, naval offi- 


‘cers recall, never seemed to take 


much interest in naval reviews. They 
say he was a very Seasick Com- 
mander-in-Chief when he reviewed 
the fleet off Hampton Roads in 1927 
while aboard the “Mayflower.” 
President Hoover, although he was 
and still is a keen fisherman, also 
had but a slight interest in fleet re- 
views. 

Under President Roosevelt, the 
Navy has had several opportunities 
to show its prowess. Four years ago 
the President reviewed the fleet in 
New York Harbor. Two years ago, 
while at San Diego, he was able to 
see a sample of mimic warfare. And 
last year, at San Francisco, he saw 
another full fleet review. 

Naval officers are definite when 
they say that no other Chief Execu- 
tive has visited the fleet more or 
cruised more than President Roose- 
velt. His favorite reading is-naval 
strategy and tactics, naval biog- 
raphies, the memoirs of naval offi- 
cers. His collection of naval etch- 


A fleet review is a colorful sight. 


The reviewing ship -flies the Presi- 
dential flag, a flag with the familiar | 
seal of the United States in color sur- | 


rounded by four stars in white.on a 
dark. blue field. 

The fleet comes up over the hori- 
zon in a long column, the United 
States Fleet flagship, flying the four- 
star blue flag of the Commander-in- 
Chief, leading the line. The officers 
and crews are in full dress uniforms; 
divisions, guard and band being 


+ The President Goes to Sea “. 


paraded and the rail manned. Battle 
flags fly at the mastheads. 

Manning the rail is a custom 
handed down from the English Navy, 
and consists of the men’s being 
spaced at arms length apart around 
the rail on the superstructure and 
deck houses, facing reviewing offi- 


cers and at the hand salute. 
President Harding took quite an | 


When the first vessel comes 


comes to the hand salute, the guard 
presenting arms; the band plays the 


National Anthem with four ruffles 


and flourishes and each ship in suc- 
cession fires the Presidential salute 
of 21. guns, fired at five-second in- 
tervals. This custom also passed 
down from the British service and is 
a tradition of the sea. Admiral John 
Paul Jones fired the first salute to 
our flag in the “Ranger.” 

First to pass in review are the 
battleships. Following them come 
the vessels of the train; the supply, 
fuel, repair and hospital ships. The 
distance between capital ships is 500 
yards from foremast to foremast. 
This distance is measured by the 
junior officer of the deck on the 
bridge by means of a stadimeter and 
is maintained so accurately that a 
ship is considered to be out of posi- 
tion if the error in distance exceeds 
50 yards. 


The engines of all ships are stand- 
ardized so that so many revolutions 
are necessary for each standard 
speed. By increasing or decreasing 
the number of revolutions the dis- 


_ tance may be accurately maintained. 
ings and old ship prints is inter- | 
| nationally famous. 


To aid the ships astern each ship 


| flies small speed flags to indicate the 
| speed she is making. 


Vessels pass within a few hundred | 


yards-of the President. He takes the 
salute of each ship in turn, looking 
each ship over for smartness in ap- 
pearance of ship and crew and gen- 
eral outward looks. 

Out in the Caribbean this week, 
the President and his naval sStrate- 


gists will look more for smartness in — 


maneuvering than smartness in sa- 
luting. 
DEREK Fox. 


abyeast of the President, ,the 


ARE HIGH TAXES CAUSING DEPRESSION? 


By WALTER D. FULLER ' 
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come to know that word, because co- 
operation to the officeholder means 
that business must submit to edict 
and to the business mar means that 
Government should accept.its view- 
point. But I do mean collaboration, 
each working along its own course, 
to the common end. 

As its share of this joint effort to 
preserve both business and Govern- 
ment, for the sake of the people of 
this country, Government can con- 
tribute a return to an incentive phi- 
losophy. 

Surely history teaches us that all 
human progress has been due to in- 
centives. It is the American way that 
there be some reward for contribut- 
ing to progress. It is not the Ameri- 
can way that we be penalized for 
providing jobs and pay ro'ls. Surely 
we would not have come so far or 
so fast had there been no other in- 
centive to invention, investment and 
improvement than merely the privi- 
lege of paying taxes. 

If ever the times called for an in- 
centive philosophy of Government so 
as to loosen the flood gates of cap- 
ital, to stimulate new enterprise, to 
encourage..expansion of facilities, 
that time is now. All of these things 
mean the employment of millions of 
men and a return to the ways of 
prosperity from which we have wan- 
dered too long. 

In a coordinated effort to solve our 
problems, what can business con- 
tribute? 

I think a possible pattern for this 
may have been fashioned by the re- 
cent Emergency Council of State As- 
sociations. I presume that most of 
you are familiar with that activity in 
Pennsylvania. 

It started out last June merely as 
an idea, which the Pennsylvania 
Chamber of Commerce sponsored. 
And might I add here that the State 
Chamber of Commerce played a most 
important part and without its co- 
operation and the active, interested 
support of its officials the measure of 
Success would have been far less. 

The idea of the Emergency Council 
was just this—that if all the major 
business associations in the State 
would cooperate in a program of 
fact-finding, if they would each do 
their part in the education of the 
public to the importance of the sub- 
ject, and to the extent and serious- 
ness of unemployment, and the part 
that excessive State taxation played 
in the picture, then some desirable 
results might be accomplished. 

Behind this thought was the belief 
that once our house was in order, 
Pennsylvania would again be attrac- 
tive to industry everywhere and an 
aggressive program for new plants 
and for expansion by our existing 
companies could be launched to help 


face the threat of the “isms.” 


sive unemployment problem. 

The activity, as originally prom- 
ised, was brought to a close on De- 
cember 31 with 140 associations as 
affiliates. These represented about 
100,000 business establishments. As 
a result of the effort, I think it fair 
to say that the people of this State 
are today alive to the fact that un- 
employment and taxation are Siam- 
ese twins—as One goes up so goes the 
other and as one goes down so does 
the other. 


A Successful Test 


Of Collaboration 


I think we will all agree that this 
was a successful experiment in bus- 
iness collaboration. And I might add 
that we have the machinery at hand, 
through this effort, to assist in an 


active industrial development pro 


gram when the right time arrives. 
The organization available would 
provide not only thousands of scouts 
for new industries and development 
and thus for employment opportuni- 
ties but also provide valuable factual 
material for preparing the “package” 
we all want to sell. 

The significant thing is this dem- 
onstration .that, under-any reason- 
able incentive philosophy, business 
can be counted on to do its part, just 
as it has in the past. And also that 
business in. Pennsylvania is ready 
again to lead, or at least show the 
way, for the nation to lick this de- 
pression. 

We have in business today the most 
dynamic force for economic better- 
ment imaginable once it is given the 
opportunity to be active. We havea 
force through which our unemploy- 
ment problem can be solved, through 
which the threat of the isms can be 
removed, a force to repair the dam- 
age to our social economy and to 
send us forward to that greater pros- 
perity that is the just reward of our 
intelligence and our courage. 


Business, Government 


As a Partnership 


Business is ready and willing to do 
its job. But it is too greatly handi- 
capped to function properly. Re- 
move the obstacles and see what will 
happen. 

Instead of being natural enemies 
as some persons have tried to make 
them appear to be for the last five 
years, business and Government are 
partners and both are the servants 
of the people. The self-preservation 
of one is the self-preservation of the 
other, and the common enemy of one 
is the common enemy of the other. 

Together business and Government 
They 
must stand shoulder to shoulder 
against the common enemy because, 
as Benjamin Franklin said just be- 


} tremendously in solving our exces-+ fore signing the Declaration of In-+ cur American system and not the 


dependence, “we must indeed all | panaceas of Government that this 
hang together, or most assuredly we | nation has become the greatest the 


shall all hang separately.” 

And if we are going to hang to- 
gether, it is but the course of wisdom 
that the constructive plans of one be 
whole-heartedly supported by the 
other, and that both work along 
parallel lines to the common end 
that democracy be preserved for our- 
self and our children. 


This is the lesson that National 
Americanism Week should teach us. 
And while we are observing both Na- 
tional Americanism Week and Na- 
tional Defense Week, I hope that we 
shall take the opportunity to learn 
the necessity of collaboration of busi- 
ness and Government, 


In this connection it is more im- 
portant than it ever has been that 
the ten million idle and despairing 
citizens be removed from the field of 
influence of foreign doctrine and be 
definitely marshalled in the army of 
production for democracy. In fact, 
this well might be the most impor- 
tant development of the National 
Defense Week observation. Surely 
nothing connected with war could be 
more constructive. 


~A Means to Counter 
Misleading Doctrines 


Certain it is, too, that in the fur- 
therance of any sound program of 
preparedness, Government will come 
to realize that business must be the 
first line of defense. Business must 
be the means of countering mislead- 
ing doctrine. If America can win on 
this front, victory is ours. 

If Government can only realize the 
full importance of business, not so 
much as a producer of war materials, 
but as a force for peace because of 
its strong defense potentialities, then 
we will find Government anxious to 
smooth the way that business may 
provide re-employment and take the 
idle minds of some of our people 
away from thoughts of changing the 
economic order. 

Such a course by Government is 
clearly the course of wisdom. Busi- 
ness and Government have the same 
things to gain; the same things to 
lose; our institutions are at stake. 

In event of any real danger from 
without, business now as always is 
the first line of defense. It is the 
one army equipped and ready to 
meet and repel alien propaganda. 

If the people of this country have 
faith in the institution of business, if 
they realize that it is business that 
provides jobs and pay rolls, that it is 
business that converts raw materials 
into the goods they use, that it is 
business that improves the standard 
of living, that it is business that has 
given this country the highest form 
of civilization known anywhere, and 
that it is through the incentives of 


world has ever known, +hen we are 
prepared for whatever the future 
may hold. 


Business, acting practically with 
out assistance from any other quar. 
ter, has been defending the front 
line trench. It is time that it was 
given assistance. The major busi- 
ness associations have worked vali- 
antly, and often thanklessly, at their 
task of holding the front line trench, 


Providing “Solid Front’’ 
Against Aggressors 


You gentlemen know what has 
been done through your business as- 
sociations. You also know that these 
associations are the natural dynamie 
forces to present the facts of busl- 
ness to the people of this country, 
backed by the individual efforts of 
business men everywhere. This is 
the way to a united nation, a solid 
front against aggressors. 

The front line trench can be made 
much stronger if Government will 
realize that all wars are not won on 
the battlefield and that today the 
greatest move for peace and prepar- 
edness in this country would be a 
proper collaboration with business. 
This would bring a spontaneous re- 
awakening of faith in the merits of 
our form of government, in the sa- 
credness of our institutions, the effi- 
ciency of our system and the possi- 
bilities of our future. 

This would be the medicine to cure 
our unemployment problem and re- 
move the jeopardy of tomorrow. 

As long as the institution of busi- 
ness stands, there is no “other way”. 
As long as the people of this country 
have faith in the institution of busi- 
ness and all that it stands for, there 
can be no Fascism, Nazism or Com- 
munism in this country. 

A real preparedness program for 
this country calls for an end to the 
sabotaging of our first line of de- 
fense. It calls for an incentive and 
not a punitive policy of taxation. It 
calls for constructive, coordinated ef- 
forts to put men and women back on 
pay rolls. 

These are the things that both Na- 
tional Defense and Americanism 
Weeks should stand for today. These 
are the accomplishments we should 
be celebrating. 

The only war we want is a war on 
unemployment. The peace we want 
is the peace that comes to men whe 
have found work to do and a right to 
dictate their own destinies. 


The foregoing is the full tert of an 
address Feb. 16 by Walter D. Fuller, 
president of the Curtis Publishing 
Company, before the Pennsylvania 
State Chamber of Commerce at Har- 
risburg, Pa. 


FEW short years ago no one had 
ever tasted a cracker like Ritz— 
Today, it is the most popular cracker 
in America. Known in almost every 
home that uses crackers. 
Ritz is served in more ways and on 


more occasions than any cracker ever 


needs. 


baked. People found a new taste thrill 
in its distinctive nut-like flavor. . 
crunchy crispness. They hailed it as 
the perfect cracker to meet modern 


Ritz is but a single example of 
National Biscuit Company's ability to 


1ts 


“pick winners.” It is this ability—plus 


a quality control that extends from 
laboratory testing of raw ingredients 
to a check of the dealer's stock to 


~ maintain freshness — that has made 


National Biscuit Company the leader 
of the baking industry! 


A Product of NATIONAL BISCUIT COMPANY (gj _ 
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THE LEGISLATIVE RMONY QUEST | 
MILL IN ACTION M ON CAPITOL HILL 
EVERBERATIONS of one old quarrel between ate ods, and 
the White House and Congress rumbled which ( 
from Capitol Hill last week, but consideration of seahin ieee ; e legislative program. . 
the national defense problems created no new 8 en done, during the first six ‘ 
discord. weeks of the 76th Congressional session, about f 
Still pressing its inquiry into the status of the 
French airplane-buying mission in the United Neutrals taxes, the 
States. the Senate Military Affairs Committee 
ici ti ional head- ween one 
—" a end of Pennsylvania Avenue and the other. 
Secretary of the Treasury Morgenthau testi- oe oa leaders of the Democratic Party con- 
fied that the President had given the Treasury si et © ar so serious that a harmony 
and War Departments instructions to aid the meeting was called. An attempt was made to 
French mission pull together the two factions within the party— 
Maj. Gen H. H. Arnold, chiet of the Army oe Sides with the President and that 
whicn sides against him. p 
airplanes being developed under United States pulled ong 
Army specifications. His protest had been un- At the conclusion of the harmony meeting, r 
availing. each side admitted cooperation from the other t 
Side was necessary. Each awaits a gesture from 
Committee Guards the other side. The President left for his Carib- ¢ 
Our Military Secrets bean cruise without making one. F 
The testimony of Secretary Morgenthau and Rift Dates Back : 
General Arnold was made public by the Senate 
Committee in excerpt form to prevent disclosure To ’38 Elections | : 
Contributing to the rift between the two fac. d 
i tions of the Dem j | 
Aside from this pursuit of the standing quarrel | .—Harris & Ewing : 
between Senate and White House sn — Man With Hoe Ladies With Voices Man With Prescription shicaiene. 
icy, legislative sailing was reasonably smooth. Congress interpreted the elections as a ma 
n- 
nti-New Deal Democrats | 
Adialntstration fercte in the ote on Would You Believe It? Congress Made These Photos Possible 
tha Rep. Newt V. Mills, of Louisiana, who The Congressional Public Speaking Class, composed of While many professions. and businesses which displaced many Democrats with 
steal ip ; ante 000.000 to in was a cotton planter before coming to wives of Congressmen, is attempting to teach the ladies are represented in the 76th Congress, Argon 
ping The Congress, shows how he looks at the end to search out material and present it effectively. At Carl T. Durham, cf North Carolina, Mr. Roosevelt intended to continue the 
367 to i. ee of a hard day of “choppin’ cotton.” He this session we find Mrs, Ralph O. Brewster, wife of the is the only pharmacist in that august eas ee See esc cae hag vee ‘ 
idn’ i olleagues. body. He ran a drug store at Chapel Hill. ay speecn, when he invite t] 
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for airplanes. The bill authorizes the Army to join “Republican tweedledees.” . 
own 5,500 planes, which is 3,032 more than it now Anti-New Deal Democrats interpreted this 4 
possesses. The planes would be purchased over talk as a continuation of the sentiments Mr. ti 
@ two-year period. 3 Roosevelt had expressed when he attempted to re 
The Senate Military Affairs Committee opened + : + “purge” certain members of his own party in the Yr 
secret hearings on the bill at the end of the fall primary. 


week. Quick enactment into law is forecast. 


Once the House had disposed of the Army bill 
and sent it along to the Senate, it turned to 


Other legislative incidents added fuel to the fire. 
The President asked Congress for 875 million 
dollars to continue work relief through the last 


Building Defenses To Make America Impregnable: 


m 
naval problems. The House Committee on Naval five months of the current. fiscal year. Congress t] 
Affairs approved, with only one dissenting vote tn 190 
9 izati major | 
in- The House Debates Our Rea rmament Prog ram from: the President's request. Almost immedi- 
cluded was an authorization of $5,000,000 to im- ately, the President asked Congress for the 
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A Fund of 21 Millions defense debate in the House before that body é eS a gentleman’s idea of the moral distinction, if any, be- came up for consideration on Capitol Hill. At 
- efe > ated ments overseas, the Administrations tween selling airplanes to France and selling scrap iron about the same time, an airplane, built for but tr 
for Congress’ Expense passe one. not yet tested by the U. S. Army, crashed on the 
8 istration bill to authorize $376,000,000 for military half-billion-dollar national defense _ and other war materials to Japan? Pacifie Coast. Pulled f th “a wi 
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taining the legislative establishment of the Gov- Corps. In the debate, there was discussion of the program is now on the way toward tention the fact we have sold perhaps ten times as much . _ md a - Pe tec — = country to 
ernment during the fiscal year which starts next Monroe doctrine, foreign policy, air bombing poten- enactment. By an_ overwhelming scrap iron as formerly to Japan to murder Chinese, when ~~ ae oe PeReee. 
July 1. They passed and sent to the Senate an tialities, the problem of obsolescence of aircraft as : y. 


appropriation bill of $21,000,000 to operate Con- 
gress for another year. 

The Senate met Monday, recessed at once a 
of respect to the memory of Pope Pius XI, a 
was in recess till Thursday. However, that 
branch of the legislature completed several 
functions. 


The Senate voted to extend the Reconstruction 
Finance Corporation to June 30, 1941; but pro- 
posed similar action on the Commodity Credit 
Corporation and the Export-Import Bank, both 
RFC subsidiaries, was withheld. Senator Taft 
(Rep.), of Ohio, asked further discussion, be- 
cause, he said, the Export-Import Bank could 
finance a war without anyone knowing about it. 


A Study of the Causes 


of Unemployment Asked 


The Senate also enlarged its special Committee 
on Unemployment and Relief from seven to 
eleven members. Senators Barkley, Harrison, 
George (Democrats) and McNary (Republican) 
were added to the committee. Meanwhile, Sena- 
tor Haich (Dem.), of New Mexico, called for a 
study of the fundamental causes of unemploy- 
ment. 


Appointments to the new Civil Aeronautics 
Authority, to the Maritime Labor Board and to 
three Federal judgeships were confirmed. The 
trio confirmed as judges were former Rep. T. 
Alan Goldsborough, (Md.) former Texas Gov. J. 
V. Allred and Frank A. Picard, of Pennsylvania. 

The Senate Appropriations Committee report- 
ed favorably a bill carrying $1,668,000,000 for in- 
dependent offices of the Government. The bill 
included an appropriation of $17,000,000 for the 
construction of two new Tennessee Valley Au- 
thority dams, which had been killed in the 
House. | 


Senator Vandenberg (Dem.), of Michigan, tell- 
ing the Senate there will never be a satisfactory 
Solution of the relief problem until Congress re- 
stores primary responsibility for relief to the 
States, introduced a bill (S. 1395) for that pur- 
pose. 

A plan to reorganize the Federal Communica- 
tions Commission (H.R. 4224), a companion 
measure to the Wheeler Bill in the Senate. was 
introduced by Chairman Lea, of the House Com- 
mittee on Interstate Commerce. A Federal Trade 
Commission investigation of automobile tire 
manufacturers’ practices, proposed by Rep. Mar- 
tin (Dem.), of Colorado, is before the Interstate 
Commerce Committee. 

Reduction of interest on Federal land bank 
and land bank commissioner loans to provide a 
3 per cent interest rate on loans to farmers is 
proposed in a bill (S. 1361) by Senator Capper 

(Rep.), of Kansas, along with moratoriums on 
these loans until July 1, 1943. Senator Capper 
Says in Many communities in the Great Plains 
farmers are barely holding on. 

The House Interstate Commerce Committee is 
in the midst of hearings on the Lea bi!] to carry 
Out the major recommendations of the Presi- 
den.’s commiitee on the general transportation 
Situation, inclrding redistribuct.on of the Inter- 
State Commerce Commission functions and cre- 
ation of a Railroad Reorganization Commission. 


+ 


the industry progresses. 
follow: 


Excerpts from the debate 


R. ANDREWS (Rep.), N. Y.: National defense is 

in no sense a partisan issue but it is a large concern 

of national policy which touches directly the welfare, 

prosperity and security of every home. On January 20, 

members of the minority agreed upon a legislative pol- 
icy as follows: 


First, to invite a clear definition of the fixed foreign 
policy of the United States as a measuring rod for the 
whole scheme of defense. 

Second, to insure a sound integration of the land, 
naval, air and industrial segments of the defense pro- 
gram. 

Third, to make certain the projected rearmament pro- 
gram shall be directed exclusively to defense and secur- 
ity of the nation rather than toward dangerous inter- 
vention in international frictions and discords of other 
peoples. 

Mr. WADSWORTH (Rep.), N. Y.: I cannot escape 
the conclusion that, at least so far as the art bids fair to 
progress within a year or two or three or four—no one 
knows just how long the period—no population center 
of the United States need be in acute dread of mass 
bombing by an enemy. 


~ The Task That Faces 
America’s Air Corps 


The military policy of the United States is to protect 
the Western Hemisphere, or any part of it, from dom- 
ination by a European or Asiatic power. We need an air 
corps not so much to help in the defense of New York 
or San Francisco, which I cannot conceive to be in dire 
danger, as we need it to help in the defense of our life- 
line, which is the Panama Canal. It is highly important 
we develop an air force which, supplementing the Navy 
far out at sea, shall prevent an enemy reaching striking 
distance of the Canal, and then, in turn, supplement that 
far-at-sea defense, to defend the Canal itself. 


It is the intention of the War Department to embark 
immediately upon the manufacture of 3,000 new planes. 
I think testimony before the (Military Affairs) commit- 
tee was that the Department would place orders with 
the industry based almost entirely on present last-ap- 
proved design—perhaps the phrase “frozen design” was 
used in the hearing. 

Mr. MAY (Dem.), Ky., Chairman, House Military 
Affairs Committee: The gentleman understands. does 
he not, the testimony discloses the plan of the War De- 
partment will not even complete the implemented planes 
before 1941, and perhaps not then? 

Mr. WADSWORTH: That is. perfectly true. Never- 
theless, if the War Department starts to design the 
plane and place the orders, while it may be the last ‘of 
the planes will not actually be delivered for use to the 
Army until 1941, nevertheless the planes will be of date 
1939, and that is what I dread, that we place all our pro- 
duction in a single increment. Not a year goes by with- 
out producing enormous improvements in power, speed 
and effectiveness in planes and we propose to you in all 


good faith that we do not put all our eggs in the 1939- 


basket. 


Mr. ENGEL (Rep.), Mich.: General Arnold testified 
before the War Department Subcommittee on Appropri- 
ations, on my questioning, that it will cost $230,000.000 
a year to operate, maintain and replace an air force of 
5,500 airplanes, 2,200 in reserve and 3,300 in service, that 


vote, the House has approved—and 
the Senate Military Affairs has pend- 
ing—the May bill to increase the 
Army Air Corps equipment to 5,500 
serviceable planes and otherwise to 
strengthen the Nation’s military de- 
fense at a total outlay of $376,000,- 
000. Excerpts from the House debate 
on the program appear herewith. 


it costs $50,000 a year to keep each airplane in the air, 
not including replacement cost. 


Mr. THOMASON (Den.), Tones: When the present 
authorization is met, we will have under authorization 
4,120 planes; thus we are increasing the program by only 
1,380 planes over the next two years in addition to what 
is now authorized. At present, I understand there are 
351 obsolescent planes, 


Mr. VORYS (Rep.), Ohio: Is there any purpose, se- 
cret or otherwise, not being disclosed here, that this is 
pteparation for another expeditionary force in 17 
months or any other time? 


Delay In Preparation 
As a Sign of Weakness 


Mr. THOMASON: Absolutely not. : 

Mr. HARTER (Dem.), Ohio: To say we will take 
three years to fill needs we know exists today.is to 
admit that three years from now we will still be far be- 
hind. It will be interpreted by unfriendly nations as 
admission we are unable to repair our weaknesses at a 
more rapid pace. 


Mr. SPARKMAN (Dem.), Ala: I am in favor of this 
entire measure. It is a conservative program, affording 
an adequate national defense. This program should not 
be restricted by any such amendment as is proposed by 
the minority (the Andrews amendment). It states that 
for the fiscal year 1939 and 1940, in addition to those 
which will be under order for the first fiscal year, not 
more than a thousand airplanes may be contracted for 
during any one fiscal year except in event of a declara- 
tion of emergency, 


Mr. ANDREWS: That is correct. Actually it would 
mean we would only be restricted to ordering 1,000 
airplanes during the two years following this year. 


Mr. SPARKMAN: I am happy to see included the 
proposal to spend $27,000,000 on the Panama Canal. It 
was my good fortune to visit Panama last summer. I 
was astonished to find a condition absolutely deplor- 
@ble in any defense set-up of the United States. 


There was a wholly inadequate road network; no 
road crossing the Isthmus; a great many guns, search- 
lights and other installations placed out in the jungle 
that during the rainy season, May-December, are abso- 
lutely inaccessible except to men on foot. This program 
provides funds for building the road network of this key 
defense possession of the United States. 


Mr. GIFFORD (Rep.), Mass.: The President deter- 
“Mines our foreign policy, and the blustering Ickes, rep- 
resenting the President, may also supposedly have an 


his sympathy probably is with the Chinese as the vic- 
tims, rather than with the Japanese, the aggressors. 

Mr. ALLEN (Rep.), Ill: In the event certain dicta- 
tor nations went to war with England and sank the 
British Navy, or took it over, what effect would that 
have on the security of the people in the Western Hemi- 
sphere? 

Mr. GIFFORD: We know what, if England were 
overcome, our danger might possibly be, but that is not 
an immediate danger. 


Threats of War 
And Effect on U. S. 


Mr. THORKELSON (Rep.), Mont.: In the event of 
that happening, the United States would have to take 
‘care of the British possessions. That is why we need 
a Navy. 

Mr. PIERCE (Dem.), Oreg.: We should feel thank- 
ful our airplane factories are of such outstanding char- 
acter that France is willing to send her gold here for 
their airplanes. 

Mr. PACE (Dem.), Ga.: We Americans are safe so 
long as England and France stand, and we will be in 
immediate danger should they fall. Mr. Chairman, this 
section over here in Europe (indicating on a map) can 
be likened to a keg of dynamite and several people have 
a match in their hand ready to light the keg. It is my 
candid judgment that Hitler is holding back today only 
for two reasons; one, to complete his. submarines in 
order to handle the British shipping, and the other is 
fear of the United States. 

Let us assume war comes in Europe, that this time 
Germany and its allies are victorious—God forbid, but 
let us assume they should be. Do you not think Ger- 
many would demand of England and France not only 
the return of its own colonial possessions but also de- 
mand the surrender of many British and French posses- 
sions? 

If Germany secures Wetted under terms of a treaty, 
it secures that possession in a peaceful manner and when 
we dash over to keep Germany from taking possession 
of the Bermuda Islands we are the aggressor, are we 
not? Here, right off the coast of Florida, are the Ba- 
hama Islands belonging to Great Britain. There is 
Honduras, which belongs to Britain; there is British 
Guiana; there is French Guiana. Is it not better we sell 
to England and France for cash the planes they netd for 
defense than for ourselves to go to war with whoever is 
conqueror in the event England and France should go 
down? 

Mr. RANDOLPH (Dem.), W. Va.: A real threat 
might come from annexation of Mexico by Germany, 
which would afford entrance into the United States? 

Mr. PACE: Mexicans are good neighbors and I hope 
they will have regard for our welfare. All an attacking 
fleet needs is a landing place, an overnight base. If they 
should be tempted, Mexico could give an enemy a 
temporary landing place. 

Mr. RAYBURN (Dem.), Tex., Majority Leader: 
Conditions in Europe are more volcanic today than they 
were in the early part of 1914. The world is living closer 
together; and wherever the frontier of America may be 
—and we today are not compelled to name it—I believe 
I speak the mind of the inarticulate millions out there 
who expect us: to speak for them when I Say that 
wherever that frontier may be, the people of this land 
want America to be prepared to defend that frontier. 

(After further debate, the Andrews amendment was 
rejected, the bill perfected and passed, yeas 367, nays 15, 
not voting 50). 


“Entangling Alliances” 
Becomes Live Issue 


Congress immediately investigated the pres- 
ence of the Frenchman in the American plane. 
It developed that the President had permitted 
the French mission to see new American planes 
before they had been tested by the U. S. Army. 
The President assured Congress that no secret 
plans had been divulged. 


However, charges and counter-charges fol- 
lowed. It was asked if the United States had 
made any entangling alliances with France or 
any other power. | 

The result was a secret conference between the 
President and the Senate Military Affairs Com- 
mittee. After the conference, the President was 
quoted as saying the United States’ frontier was 
“on the Rhine.” 

Mr. Roosevelt denounced this as a “deliberaie 
lie” and attributed it to “some boob. ” The bad 
feeling continued. 


Soon after this incident, the President sent 
the name of Floyd H. Roberts to the Senate for 
confirmation as a Federal judge in Virginia. 
Senators Glass and Byrd of Virginia, both Demo- 
crats, asserted the appointment was “personally 
obnoxious” to them because they had not been 
consulted in the selection. The Senate then 
turned down the appointment, 72 to 9. 

An exchange of harsn words between the 
White House and the Senate followed. The Presi- 
dent claimed the sole power to make appoinl- 
ments, The Senators concerned asserted their 
right to “advise.” Senator Thomas (Dem.) of 
Utah, usually a supporter of the» President, took 
the side of Senators Glass and Byrd. 

Many observers predict a stalemate in the 
present session of Congress unless the two fac- 
tions pull together. The hope is expressed that 
both sides may calm down during the two weeks 
the President is away on his Caribbean cruise. 


Record of Legislation 


BILLS REPORTED OR PASSED 
AY (administration) national defense bill (H.2. 
M 3791), authorizing $376,000,000 for more airplanes, 
improved Panama Canal garrisons, educational orders 
to munitions industry; House passed Feb. 15. 

Completion of surveys for tidal power development, 
Passamaquoddy Bay (S.J.Res.57); Passed Senate Feb. 
6; favorable report to House Feb. 15. 

Continuance of Reconstruction Finance Corporation 
and Electric Home and Farm Authority to January 
15, 1941, increase of capital stock of Disaster Loan 
Corporation to $40,000,000 with authority to makes 
loans account of catastrophies occurring in 1939 and 
1940; (H.R.4012) reported to House Feb. 13. Con- 
tinuing functions of RFC (8.1102); Senate Passed 
Feb. 16. 

Continuance of Commodity Credit Corporation and 
Export-Import Bank of Washington until Jan. 10, 
1941, limiting Export-Import Bank's outstanding loans 
at any time to $100,000,000 and increasing Commodity 
Credit Corporation maximum of outstanding obliga- 
tions at any time from $500,000,000 to. $900,000,000 
(H.R.4011); Favorably Reported to House Feb. 13 

Legislative appropriation bill to maintain Congress 
(H.R.4218; Reported to House Feb. 16. 
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February 20, 1939 


The United § tates News 


SPENDING 


po year at this time Americans | 


4 express gratitude for the birth 
ef Abraham Lincoln. Recently both 
Mr. Roosevelt and Mr. Browder have 


claimed him as a founder of their | 


faiths. I was under the impression 
he was a Republican. 

But Abraham Lincoln towered far 
above political partisanship. He rests 
in the hearts of the American people 
not as a politician but as a great 
American who died fighting for the 
most precious of American posses- 
sions—the liberty of men. 

During the past month those tem- 


ment 


upon the state of the Union. To- 


lege 


vs. LIBERTY: FORMER VIEW 


True Liberalism’ and “Coercion’—Lessons From Lincoln For Present-Day 


America—Will Inflation Force U.S. Into Dictatorship? 


and balances. Either on> leads to+ of humanitarianism began to press 4 obligation, 


coercion. 


True liberalism se¢ks freeaom from | 


both bureaucracy and private privi- 
in the confident belief that 


_ without such freedom the pursuit of | 
porarily in control of the Govern- | 


have expressed their views | 


night in many assemblies over the | 


nation you will hear views on it from 
the party of Lincoln. 


Fighty years ago if an observer | 


could have looked down on this 
Republic from the high stratosphere 
he would have seen a nation sadly 
divided and confused. It was a na- 
tion professing liberty yet holding 
millions of slaves. 


debating property rights, 


It was furiously | 
States’ | 


rights; decisions of the courts and © 


secession. 


Issue of Liberty 


Became Paramount 


But high above all this din and 
confusion Lincoln heard the supreme 
chord of all human emotions — the 
liberty of men. In the triumph of 
that deepest of all moral and spir- 
itual issues the old discords sank 
away. With that renewed inspira- 
tion from Abraham Lincoln this na- 
tion marched on to a glorious prog- 
ress unparalleled in the history of 
mankind. | 


Today if the observer in the high 


stratosphere were to look down on 


this Republic he would find a people | 
more sadly divided and confused | 


than at any time since Lincoln’s 
time. He would see the torch of hu- 
man liberty dimming on every con- 
tinent. 

He would find the richest and 
most powerful nation in the world 
confused by its own inventions; dis- 
ordered in its economic life; hurt by 
the weakening of private and public 
morals; arming from tear of foreign 
violence; discouraged by vast desti- 
tution in a land of plenty; frustrated 
by failure of age-old panaceas. 


He would find strange doctrines of 
class struggle, of personal power, of 
extravagance, of debt and of hate. 
He would see our nation still profes- 
sing liberty yet pursuing ideas which 
limit and endanger the liberty of 
mén. 

Yet 


none the less again today 


above all this din and discourage- | 


ment rises that same supreme chord 


of all human emotions—the liberty | 


of men. 


A Change in Attitude 
Of American Public 


Three months ago this observer 
might have despaired of us. 
dav he would see flashes of light. He 
would find that Americans have by 
the ballot again spoken their demand 
that the safeguards of liberty be 
maintained. 


The people have restored much in- 
dependence to the Congress. They 
have 


fr 
4 


ught stanchly for the independence 


Oo: the courts. They have lifted to 
leadership many young, vigorous 


Governors and backed them with 
high-minded Legislatures. The people 
have proved that elections cannot be 
Controlled Government sub- 
Sidies, 

Today this observer would see an- 
O'her ray of: Nght through all this 
confusion. He would see the people 
Sieadily forcing a clarification of na- 
'.nal thought. Those who adhere to 
te traditional liberalism upon which 
ne Republic was founded and which 
icoln sustained are crowding away 


wre 


Deal. 


That philosophy of conscious or un- 


other blessings is in vain. 


Whatever this New Deal system is, | 
it is certain that it did not come | 


from Abraham Lincoln. 


On the state of the Union made a 
moving appeal for unity in the peo- 


ple. But the acerbities of the times | 


By HERBERT HOOVER, Former President of the United States. 


upon government. And he would 


have seen it was Republican State | 


administrations that first created the 


limitation of hours for women, that | 


started the abolition of child labor, 


that initiated workmen’s compensa- 


tion acts, State old-age pensions, 
mothers’ pensions, public health, and 


a score of other social reforms. 
The President in his last message | 


It was Republican national admin- 


istrations that first brought these | 


problems into national scope. It was 
they who first proposed the Federal 


shape. 


ism. 


inflation can be averted. 


Major issues for the 1940 elections begin to take definite 


Thoughtful party leaders give their views on present poli- 
cies and on policies that they believe would be more ef: 
fective for the national welfare. 3 

Former President Herbert Hoover, in a Lincoln's birthday 
address, has now stated his view of the principal issues that 
face the country. He believes that the future of personal 
liberties will be paramount in the campaign; regards policies 
of the present Administration as coercive and declares the 
stand of the Republican party to be that of “true liberal: 


He warns of the dangers of inflation which he believes to 
be inherent in the present. Government spending policy; de- 
clares his belief that America will face dictatorship unless 


The United States News, in the issue of January 16, 
printed President Roosevelt's Jackson Day address. In ac- 
cordance with the policy of presenting both sides of na- 
tional issues, Mr. Hoover's address oppears here in full text. 


were not much allayed when a few+ amendment to abolish child labor, 


days later at the Jackson Day Din- 
ner he smote the to-be-purged Dem- 


ocrats with hints to get out of his | 


perty. That was more of a mustard | 


plaster than an ointment of unity. 


Then Mr. Roosevelt took in still 
more ground of' combat when he ob- 


served: “Does any one maintain that | 


the Republican party from 1868 to 


1938 was the party of Abraham Lin- | 


coln?” He excepts possibly his own 
fifth cousin. He seems to wish to 
purge the Republican party also. He 
ought to read the views of Theodore 
Roosevelt on such policies as his. 
But the President of all the people 
did not add to the happy chemistry 
of national unity with the smear on 
the political faith of half the people. 


Certainly Mr. Roosevelt’s formula of 


But to- | 


returned to office men who | 


appeasement does not follow Mr. 
Lincoln’s method of “with malice to- 
ward none; with charity fer all.” 


Republican Support 


Of Constitution Cited 


When the great spirit of Abraham 
Lincoln looks through the long cor- 
ridor of time upon the. party 
founded he sees that, from the day 
of his passing on the torch until the 
last day of the Republican party in 
office, it held aloft the light of in- 


' alienable liberties of men. And he 
knows that party never deviated 
from the Constitution which he 


fought to preserve, either in letter or 
in spirit. And he sees the Union he 
preserved under adherence to these 
principles grow to the greatest na- 
tion on the earth. 

He would witness a people con- 
stantly confronted with new, human 


_ problems which were the very prod- 


om the pseudo-liberalism of the | 


uct of their own freedom and prog- 
ress. 

Mr. Lincoln would not be fooled by 
the notion that economic righteous- 


' ness and social good burst wpon the 


world with the New Deal. 
He would see that a generation 


' after his time, when big corporations 


Conscious left-wingers is steadily and 
©penly unfolding itself. It becomes 
Visible as a mixture of coercion, col- | 
lectivism and lust for personal power | 
poured into the American system of 


© men. And it mortgages the next 
keneration to pay for it. 
‘heirnew system is satisfying enough 
‘eceive the illuminating support of 
un Communist Front and their fel- 


Views G. O. P. As Friend 
Of True Liberalism 


Here indeed is a paradox. The 
oublican party has become the 
“-ervative party in the sense of 


»Pleserving true liberalism. 


Uhe spirit of true liberalism’ is to 
Crate free men; it is not the coer- 
“on of men, True liberalism is found 
dn Striving to spread bureaucracy 
“a personal power but in striving to 
**' Dounds to it. And it is equally 
certain that we can no more have 
v"ivate economic power without 
"'eckKs and balances than we can 


Anyway, | 


and mass production entered na- 
tional life, it was the Repuodlican 
party that first established the con- 
eept that business must be regulated 


he 


i 


| 


—_— —- 


who first restricted immigration, who 


the Mediation Board, who first estab- 
lished national public health service. 
It was Republicans, fighting for 


lished and i inistration | 
d in every administration _ grams for tive future are rising daily 


from county and State organiza- | 
Lincoln would not be fooled . 


| that the New Deal first discovered | 


strengthened civil service. 
Mr. 


‘conservation and public works to 
benefit the people. It was Republi- 
cans who first built up every single 
one of the great Federal policies 
dealing with these problems. 
over this nation are parks, forests, 
mineral reservations, irrigation dis- 
tricts, navigable rivérs, harbors, great 
bridges and canals, all the initiative 
of Republican administrations. The 
New Deal has added a few per cent 
to the area or totals. And they have 
charged them to the next genera- 
tion. 


Tariffs As Protection 
Of Living Standards 


_ first declared the right of collective | 
bargaining through the creation of | 


All | 


It was Republicans, following Mr. | 


Lincoln’s own platform pledge, who 
gave protection to workers from 
foreign standards of living by tariffs 
and sought to hold the home market 
for farmers against peasant lavor 
abroad. 

Lincoln would have seen it was a 
Republican administration which 
first announced the responsibility of 
Government aid in time of great de- 
pression. When the Federal Reserve 
System, admirably added by Demo- 
crats, failed to meet the storm of 
1929, it was a Republican adminis- 


_ tration which again proposed dras- 


tic banking reform. 


It was Republicans who, pending 
such reforms, created the Recon- 


struction Finance Corporation, the 
Home Loan Banks, the Agricultural 


by Government if the freedom of | 


men was to be preserved. 
Liberal Legislation 


Fostered by Party 
Indeed it was the Republican party 


that first initiated regulation against 
monopoly and business abuse in the | 


have political power without checks | 


States. Over the last fifty years it 
created seven out of the ten great 
Federal regulating agencies of today. 


| 
| 
| 
| 


Credit Banks, and brought the 


¥ 


buaget and a convertible gold cur- 
rency, 

And Mr. Lincoln would observe 
‘cans who held to the system of free 
enterprise which, while it had weak- 

sses, yet produced the highest 
standard of living known in any na- 


tion in the history of the world. And | 
it is the New Deal destruction of | 


that energy, enterprise and produc- 


tivity which today imperils all the | 


humanitarian work .of these eighty 
years, 

We followers of Lincoln lay no 
claim that the Republican party, or 
any other party, has always been 
perfect. It has at times’ sorrowed 


-many of us by its lag in prompt | 


action. And we likewise credit the 
Democratic party with great service 
in years gone by. 

One thing is sure. With the mil- 
lions of Americans with faith in this 


aside for six years in unemployment 
and destitution to make way for -ill- 


_ fated experiments. 
that all these years it was Republi- | 


party and with the task now Jlaid | 


upon it to restore liberty in this land, 
it is certain that the spirit of Abra- 
ham Lincoln has not joined the New 
Deal. 

But the high points of achieve- 
ment of a political party have two 
values. They are proof of its fidelity 
to principles of this Republic. They 
are proof of its ability to find 
methods within these principles 
which meet the scene which changes 
with. the progress of invention and 
new ideas. 


After all, a party is only an instru- 


mentality for future service. The 
first chore of a political party out of 
power is corrective opposition. The 
oxygen of representative government 
is exposure of the witchery of half- 


truth and the curb of arrogant and | 


extreme action. 
is to present to the country a pro- 
gram of reform and forward action. 


Young, New Leaders 


Invigorate Party 


With our: reinforced leadership in 
new Governors and in Congress we 
are strengthened to these purposes. 
New vigor and courage have come to 


us by the rise of youth in our party. 
morals in government, who estab- | ° 


Its other great duty | 


| spend on a still larger scale. 


The points of opposition and pro- | 


tions, from our youth and women’s 
organizations, from our Republican 
leaders and our program committee. 

I have made it my business to 
study these.-expressions diligently. 
And I can say at once there has 
never been.a time in the ‘.istory of 


The country may therefore now 


take up its greatest humanitarian | 
_ task. That is to restore 10,000,000 to 
jobs, revive a paralyzed agriculture | 


and thereby really relieve 20,000,000 | 


less taxes, a balanced + lions of our people have had to stand + 


not a monetary asset to the Govern- 
ment. They are the clothes the na- 
tion wears. And they wear out, They 
only in small degree 
earning power of the people. 
works and public buildings have 
social value. But assets with 
which to relieve taxpayers they are 
about as useful as liabilities on a 


Public 


as 


~—Wide World 


HERBERT HOOVER 


destitute. And that task must not be + balance sheet. 


obscured by proposals of entangle- 
ment abroad. 

The President’s solution 
problem is that 


of this 
the Government 
These 
nine billion expenditures and a prom- 
ise of fifty billion debt are the most 
startling budget proposals ever laid 


before the American people in peace 
time. 


the party when in major questions | 
there is such unity as there is to- | 


day. 
as to details. 
pression. 
principle. We are engaged 
purges of honest men. 

These many statements of Repub- 
lican purpose unswervingly damand 


in no 


We may differ among ourselves | 
We may differ in ex- | 
But we stick together in 


that moral standards in public and | 
private life be regenerated; that hu- | 


manitarian action be sanely 
vanced; that economic productivity 
be restored; that thrift be re-en- 
throned as a national virtue; that 
private enterprise be sustained and 
regulated to prevent abuse; that 
personal liberty be safeguarded; that 
representative government be puri- 


| fied; that peace be maintained. 


strength of the Government to pro- | 


tect savings and homes and insur- 
ance policies of all the people. 
Lighter Tax Burden 
As Aid to Citizens 


Mr. Lincoln would have witnessed 
a Republican administration in 1930 
the first to announce the national 


' obligation that no American through 


no fault of his own should go hungry 
or cold, and first to organize nation- 


»,W.de relief for the unemployed. And 


bility. 


It was Republicans who created the | 


income and estate taxes, that for- 
tunes might not accumulate so as to 
oppress the nation and that there 


might be relief of tax burdens upon | 


the poor. 


Abraham Lincoln would 


watched anxiously when the growth | 


lt organized relief in a fashion which 
excluded corruption, waste and de- 


— 


moralization of community responsi- | 


And it is high time to return 
to a system that does not play poli- 
tics with human misery. 

And Kepublicans discovered one 
thing eighty years ago Which’ the 
New Deal has not rediscovered yet. 


That is, the greatest gift of Govern- 


ment to the ill-fed, ill-housed and 


And the methods they propose are 
based on sanity, common sense and 
constructive action. 

What the everyday people of 
America want is not labels or slo- 
gans, either imported’ or domestic. 
They demand emancipation from 
coercion and taxes and a restorati 
of their jobs. 


“Seventh New Deal’’: 


Its Cost and Aims 


Now that you have for once heard 
a few words favorable to the Re- 
publican party, let me add a few 
words about the New Deal. The Pres- 
ident has introduced us to the sev- 
enth New Deal since 1932. It is also 
the most expensive one. The new 
gamble with the fate of a people 
presents some startling features. We 
have need of bold debate today as 
never before. 

I wish here to applaud the Presi- 
dent’s grasp of one hint from the 
election. That is the demand that 
the Congress be independent. The 
Spirit of his accept. nce, however, re- 
minds me of the small boy who took 
the clock to pieces. When _ repri- 
manded he suddenly turned on his 
dad and said: “If that is the way you 


: feel, then you put the thing w- 
gether. I want to play with my sol 
| diers.” 


We also are grateful for the Presij- 
dent’s assurance that we have passed 
the period of experiments and should 
now be free to invigorate the proc- 
esses of recovery. This is comforting. 


ill-clothed is fidelity to'Government ! And it confirms our belief that mil- 


ad- | 


sad and hectie 


I have felt some anxiety for the 
punctuation points. They are living 


life wandering | 


around among regimented ciphers | 


trying to find some of the old places 
they used to know. I fear that like 
the Administration they are moving 
steadily to the left. 

An ancient statesman advised that 
the art of politics was to find new 
names for policies that had become 
unpopular. Mr. Lincoln would prob- 
ably have phrased this as the art of 
fooling part ofthe people a little 
longer. 

So today I suppose we ought to be 
more cheerful when we know that 
national spending and deficits have 
become “investing in prosperity.” Ex- 


-travagance with other people’s money 


is shifted from a sin to a virtue, The 
President in his last message de- 
scribed some new schools of thought. 
In fact, several of them. In them all, 


_ songs of economic hallucination sub- 


stitute for the brutal clang of the 
cash register. 
The first grade of this high school 


“1929. 


And I trust the time 
off for precinct work by the WPA is 
not included as an Offset to the na- 
tional debt. i 


The “Investments” 
Of Federal Funds 


The New Deal's third grade of eco- 
nomic make-believe teaches that the 
entire debt of our national economic 


increase the | 


+ would say that to restore jobs and 


agriculture the fear of men of their 
Government and the shackles and 
taxes upon their energies must be 
removed in order that free men may 
have hope and confidence in the 
future. 


Some “SHome Truths” 


As Guide to Officials 


That school would say that most 
cf the New Deal measures can be 
lived down, improved, cured, or ree 
formed, but that these monetary and 
“nancial policies may defeat the nae 
tion. 

That school.would say that some 
day all this will have to be paid for. 
If it be through taxes, men and woe 


_raen will be handing their wages to 
' the Government instead of buying 
' things for their own betterment. 


— 


destiny.” 
| for that rendezvous today is infla- 


' vidual men and women, It is con- > 


— 


Nor is that the most important 


. consequence it should teach. That 


school would say one of the deadly 
causes of destruction to 
democracies in twenty years has 
been government spending and in- 
flation. Mr. Roosevelt says “this 
ceneration has a rendezvous with 
The most probable spot 


tion. When this generation has gone 
up that alley it will find freedom has 
eone, and our rendezvous will be 
with a full-sized dictator. 


Liberties, Obligations 


Of Our Republic 


In conclusion let me. again say 
that this Republic is founded on in- 
alienable liberties. It is dedicated to 
the dignity and personality of indi- 


secrated to truth, justice, tolerance 
and mercy. These liberties and ob- 
ligations are inseparable. If politi- 
cal freedom, intellectual freedom, or 
economic freedom are any one of 
them undermined, all the others will 
fall. 

These high purposes of. this na- 
tion are being undermined by the 
Lolicies now pursued at home and 
by alien theories from abroad. The 


| first great mission of the Republican 


system, public and private together, | 


is not larger today than it was in 
But that is not all the truth. 
Public debt is paying for a dead 
horse. Private debt is buying.a live 
one, 

They finally graduate from this 
school of high finance with the vale- 
dictory that expenses cannot be re- 
duced. And this in the face of the 


' fact that yearly for ten years prior 


of economic romance teaches that we | 


should get back to eighty billions 
of yearly national income which we 
njoyed under Republican ad- 
ministrati ~ We are grateful that 
the New Deal a&gpts Republican at- 


sixty billions, we only have to spend | 


as if we had eighty billions in order 
to lift ourselves up to the Republi- 
can level. 


As-the ancient prospector said: | 


“There ain’t no gold in them rain- | 
bows.” That eighty billion national | 


income under Republican administra- 
tion was due to the people spending 
their own money, not in taxes but 


on reproductive enterprises, creating 


new jobs for men. 


The next higher grade of this new 
school of budgetary magic seeks to 
hide these gigantic expenditures by 
claiming Government loans and 
public works are investments, 


the basis of this hallucination my 


administration would have shown a | 


surplus of two billion. In fact, the 
budgets of all administrations for 
sevenly years, except the war years, 
would have shown a surplus. We 


would have had such«an accumu- | 


lated surplus today that we would 

have to build a vacuum to hold it. 
The recoverable loans are a relief 

to the taxpayer, but public works are 


On | 


to the New Deal, on their basis of 


accounts and excepting loans since | 


recovered, the expenditures were 3.5 
billions instead of 9 billions. But 
that was Republicans, 

I should like to see a new school 
established with some home truths 
for its curriculum. That school 


| 


party is the preservation of these 
principles. 

Today economic progress is being 
paralyzed, That destruction is the 
cestruction of social progress. The 
imperious necessity of America is to 
restore economic productivity and 
thereby jobs for men. 


That 
can support our humanitarian as- 


pirations. For social progress i 


care of the aged, the young, the ill- 


led, the ill-clad, the ill-housed ther 
must be parallel economic strength. 
Feonomic restoration is the second 
cveat mission of the Republican 
party. 

We do not want to. become en- 
tangled in another world war 
abroad. The third great mission of 
the Republican party is peace for 
America. 


We are the living custodians of the ss 


terch which fell from the hand of 
Abraham Lincoln. We may again 
ickindle the heart and mind of 
America with the glow of hope and 
promise for the future. Never since 
Lincoln has a political party faced 
such an opportunity for a service 
to a great people. 


The foregoing is the full text of 
an address by former President Her- 
bert Hoover Feb. 13 at the Lincoln 
Day dinner of the National Republi- 
can Club in New York. 
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NEW YORK. 


On the 65th floor of the 
famous R.C. A. Building 


NEW YORK 


Be sure to visit America’s renowned 
“restaurants in the sky” for the best in 
dining, dancing and entertainment., 


One of New York's smartest dinner and supper 


rooms. Always featuring a famous orchestra, com-: 
plete show of brilliant stars and superb cuisine. 


Rainbow Grill 


A very popular dinner and supper room. A well 
known orchestra, a complete show and an ex- 
cellent cuisine are featured the year ‘round 
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SPRING OUTLOOK 
FOR INDUSTRY 


A lag, then an upturn in business. 
The outlook as appraised by Gov- 
ernment economists. 


AILURE of industry to follow through, with- 

out interruption, in the recovery that started 
last June, is giving rise to new questions about 
the general business outlook. 

The tell-tale index of industrial production, 
compiled by the Federal Reserve Board, after 
rising to 104 in December, slipped off to 101 in 
January and gives signs of breaking through 100 
on the downside in February. 

This development is in line with expectations. 

Principal Government forecasters looked for a 
first quarter lag in the recovery. This lag is due 
to the fact that the upturn in recent months had 
broken records for speed, with production making 
up for the lag in comparison with consumer in- 
come. 


New Upward Trend 
Expected in Spring 


There was some reported upbuilding of in- 
ventories in the last half of 1938. Orders tapered 
off a bit and production has followed by barely 
holding steady. Distribution of goods, however, 
is continuing at a good rate and the forecasters 
expect that spring will bring a resumption of the 
upward trend in industry. 

Agreement is general among the Government 
economists that this year’s upturn, when it de- 
velops, will be quite moderate. The estimate still 
holds that the rate of industrial production will 
average between 104 and 108 per cent of the 1923- 
25 average. 
average in 1937 and 85 as the 1938 average. 

In terms of national income, the expectation 
is for a level ranging between 66 and 68 billions 
as contrasted with 64 billions in 1938 and more 
than 69 billions in 1937. The official goal re- 
mains 80 billions. 

‘ Reasons for looking for a spring resumption of 
industrial recovery remain much the same as 
the reasons why recovery was foreseen last year. 

The Federal Government has let contracts for 
a large volume of heavy public works that will 
involve an expenditure of at least 750 million 
dollars during 1939, with low-cost housing in- 
cluded. Relief payments give no sign of any 
sharp contraction. Farm benefit payments are 
to continue on a large scale. 


Home Construction 


Prospects Are Good 


At the same time the construction of houses 
by private investors promises to exceed expecta- 
tions. This activity, once strongly under way, 
can snowball, 

Reasons why the Government’s forecasters are 
cautious in their recovery estimates are much the 
same as in recent months. 

There always is the chance that trouble will 
break out in Europe to cause at least a tem- 
porary upset in this country. Commodity prices 
are failing to respond to the better demand, 
owing to huge available stocks, particularly of 
farm products. This, in turn, reduces the pur- 
chasing power of raw material producing coun- 
tries and adversely affects foreign trade. 

Inside the United States little progress is being 
made in finding ways to put money to work for 
really productive purposes, either by Government 
or by industry. 

The result is that the Government outlook ap- 
praisers count ona slow first quarter of 1939 and 
then a gradual improvement that may gain head- 
way in the latter half of the year. Because the 
Government may be contracting expenditures 
rapidly during the first half of 1940, these econo- 
mists are wary of longer-range predictions. 


The Voice 
of Business 


C. M. CHESTER 


Chairman, General Foods Corporation 


ERSONNEL administration is not the whole 
answer, but it is a scientific aid in reaching 
our objective of greater national earnings. 

In 1937, it was 69.8 billions of dollars. For 1938, 
it is estimated between 63.5 and 66 billions. 

The President has set a goal of 80 or 90 bil- 
lions. Is that anywhere near possible? In 1929, 
it was 81 billion. Can we perform a miracle— 
catch up with 1929, and even surpass it? Well, 
if we do it—and every manufacturer with goods 
to sell devoutly prays that we may—the answer 
will rest in part in increased industrial efficiency. 

Today, some experts doubt if our manufactur- 
ing plants are working at 60 per cent efficiency. 
At any rate, regardless of their technical superi- 
ority over industry: in other parts of the world, 
we’re far from a maximum record in accomplish- 
ment. Just think if we could step up our effi- 
ciency to 75 per cent. 
cent increase. 
arm. 

The business credo of today is, briefly, to raise 
quality, lower prices, and at the same time main- 
tain the best possible wage and work standards. 
Step up that efficiency rating in other fields— 
in retail trade, in the services, transportation, 
wholesale business, publishing, public utilities, 
farming and the many others. And it is soundly 
possible. 

(From an address before the Industrial Rela- 
tions Conference of The American Management 
Association, Chicago, February 15.) 
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N no month of the depression year 1938 did unemployment insurance 
benefit payments equal the average of pay-roll tax collections. 
This revelation of the chart printed above bears on the point that the 
Government, even in a period of rapidly fising unemployment, took 
more money out of industrial pay-rolls to support a system of unem- 


the article below. 


COPYRIGHT, 1939, By THe Unitep States News PUBLISHING CORPORATION. 
ployment insurance than it paid back out of reserves that had been built 
in more prosperous years. 

How the unemployment insurance system worked in i’. 
to fulfill the function expected of it is described in more detail in 


first year 


FIRST YEAR JOB INSURANCE: 
ITS EFFECT THE BUYING POWER 


NEMPLOYMENT insurance was sold to the # workers would be assured of a minimum income . 


nation four years ago as a first line of de- 
fense against depression. 


The theory was that as industrial activity 
slowed and workers lost their jobs, unemploy- 
ment insurance benefits would bolster their in-- 
come, thereby cushioning the depression effects. 

As a result of unemployment insurance pay- 
ments, the costs of relief were to be reduced. 


Operating under this system, all employets 
of eight or more workers, outside exempted oc- 
cupations, paid over to State governments for 
deposit with the Federal Treasury a sum 
amounting first to one per cent, then two per 
cent and now three per cent of their total pay 
rolls. 

These payments by employers, through Jan- 
uary, totalled more than 1.5 billion dollars. 


It happens that in the 

Sharp Recession first year of unemploy, 

the United States had a 

To the Test depression more severe 

than ever before in a comparable period Dur- 

ing that depression, twenty-nine States, includ- 

ing all of the big industrial States with the ex- 

ception of Illinois, were paying unemployment 
insurance benefits. 

What happened is shown graphically by the 
chart at the top of this page. 

That chart reveals the fact that, in the midst 
of what probably was the sharpest increase in 
unemployment ever to occur in so short a time, 
collections from employers to build unemploy- 
ment insurance reserves continued to be larger 
than payments out of those reservessto the in- 
dividuals losing jobs: 4 

In other words, unemployment insurance—in- 
stead of tending to have a reflationary effect by 
using up reserves built through pay-rol!l taxes— 
continued to have a deflationary effect by draw- 
ing more money out of industry through taxes 
than it paid back through benefit payments in 
a depression period. 

The official report of the United States Treas- 
ury shows that the assets in the unemploy- 
ment insurance trust funds of individual States 
increased from $883,763,000 on June 30, 1938, to 
$1,098,562,000 on January 31, 1939. 

This means that pay-roll taxes to support the 
unemployment insurance system drew $214,799,- 
000 more dollars out of the stream of purchasing 
power than was put back into that stream 
through benefit payments during seven depres- 
sion months. 

But that is not all. 

Unemployment insurance was offered as a 
method for dealing with the problem of tem- 
porary unemployment so that the individual 


as a matter of right and would not need to ac- 
cept public relief. During 1938 approximately 


A depression test of unemployment 
insurance. Pay-roll tax collections 
continue to exceed benefit payments. 
Effect on relief costs. 


400 million dollars was paid out to nearly four 
million individuals through the unemployment 
insurance system. 


Yet the Social Security 
board, reports that total 
relief expenditures in the 
same period rose sharply 
to a total of approximate- 
ly three billion dollars—an increase of 663 mil- 
lion, or 28 per cent, as compared with 1937. Thus 
unemployment insurance did not serve to re- 
duce the relief burdens in any measurable 
amount. 


That burden, in the form of cash received by 
needy persons, exclusive of all administrative 
expenses and expenses of materials, was as fol- 
lows in 1939: 

Assistance to aged, to the blind 


and to dependent children.... $ 509,369,000 
Work relief 


Relief Outlays 
Soar Despite 
Insurance Plan 


Paid to CCC workers ....... eecee 230,166,000 
Subsistence grants to farmers..... ‘ 22,609,000 
State and local relief ............ 477,789,000 


This money went to an ‘etal 6,500,000 
American households and affected 21,000,000 in- 
dividuals—or about one of every six people in 
the Nation. 

Contrasted with this gigantic problem of re- 
lief, unemployment insurance with its payments 
of 400 million dollars to about four million in- 
dividuals appeared relatively unimportant. The 
big outlays to bolster income and purchasing 
power are found to be through the various re- 
lief agencies. 

At the moment, however, members of the 
special Senate committee on unemployment are 


interesting themselves in plans to make unem- 


ployment insurance more definitely a part of 
the machinery for dealing with the Nation’s 
unemployment problem. 

This committee proposes that unemployment 
insurance be tied in directly with the relief 
system. 

First of all, under this plan, every worker 
after losing a job would be entitled—after a 


> waiting period of at least one week—to apply 


for benefit payments. Those payments would 
range from $5 to $15 a week, depending on the 
average earnings of the individual unemployed, 
and would continue for thirteen weeks. 


During the period of 
unemployment insurance 
payments a_ remodeled 
Federal Employment 
Service would seek to 
find a place for the idle worker. 

And once the period of payments had ended 
the worker, if unable to get along, would be 
eligible for relief, with the committee favor- 
ing a program of work relief for this purpose. 

Essentially, however, this plan is designed to 
remove many of the intricacies of administra- 
tion involved in the existing law and to use the 
reserves of the unemployment insurance system 
as a definite cushion for purchasing power. Dur- 
ing a period of rising unemployment, money 
would be expected to flow freely out of the re- 
serve fund and into the pockets of the idle. 
Under the existing plan so many restrictions 
are placed around the payment of unemploy- 
ment insurance benefits that the expected ef- 
fect has not been realized. 

‘It is notable that aitine the Executive nor 
the Congress is putting forward any very defin- 
ite proposal for ending the problem of mass un- 
employment. That problem of mass unemploy- 


Need of a Plan 
To Find Jobs 
For Unemployed 


ment makes any really effective plan based upon 


the insurance principle actually impossible to 
apply, and it makes large-scale public relief a 
continuing necessity. 

Unemployment insurance, as originally ad- 
vanced, represented a means of dealing with 
temporary unemployment due largely to season- 
al factors, or to occasional moderate swings in 
the business cycle. The pay-roll tax cf three 
per cent, now applied, is expected to yield about 
750 million dollars a year. This is twice as much 
as was paid out through unemployment insur- 
ance during the 1938 depression year, but it is 
only 25 per cent as much as the total paid out 
for various forms of relief occasioned by un- 
employment. 

On that-basis a tax equal to about 12 per cent 
of pay rolls would be needed to deal with the 
unemployment problem as it exists today. That 
tax in turn would have a severely defiationary 
influence. 

There is coming to be agreement that unem- 
ployment insurance will either have to be fitted 
into the general relief machinery or some way 
will need to be found to end the large-scale un- 
employment of recent years, leaving unemploy- 
ment insurance to deal with seasonal ups and 
downs in industry. 

OwEN L. Scort 


A SWING TO RIGHT 
IN U. S. POLICIES 


A change in sentiment. 
joins in. 


Labor 
No more experiments. 


| Sagopa of a conservative swing in sentiment 
of those who influence Government policy is 
continuing to mount. 

Harry Hopkins, the new Secretary of Com. 
merce, is described by his friends as being deeply 
immersed in the task of absorbing the viewpoint 
of American business men in order to try to 
reconcile that viewpoint with New Dea] policy. 

The President, according to individuals who 
in the past have had the White House confidence. 
is screening a definite retreat from left winy 
policy by the appointment of active New Dealers 
to office. The real swing is described as conser. 
vative on power policy, labor policy and other 
policies that have upset business men. 

Congress is revealing an inclination to go slow 
in enacting any new legislation affecting busi- 
ness and finance. The vote for a reduction in 
relief and the vote to turn down an appropria- 
tion for Gilbertsville Dam in the TVA system 
are samples of this trend. 


AFL Joins Trend 


To Conservatism 


Now, to top it off, a labor organization—the 
American Federation of Labor—through its ex. 
ecutive council is saying: 

“A political and economic state of mind should 


be created which would enable all financiers and 


the owners and management of industry to face 
the future with confidence, willing to risk in the 
expenditure of funds for the development of in- 
dustrial enterprises. .. 

“Some strong, powerful and influential repre- 
sentatives of private industry maintain that in 
order that private enterprise may go forward 
it is necessary that the rules and laws under 
which industry must operate should be more defi- 
nite, clear and understandable. This, it is as- 
serted, would stabilize industrial conditions and 
would serve to release financial and industrial 
forces necessary to the enlargement and expan- 
sion of private industry. .. . 

“All should understand that no new rules or 
stipulations will be promulgated by some adminis- 
trative bureau other than the rules and regula- 
tions definitely set forth in regulatory statutes 
enacted by the Congress of the United States. 
Such action will serve to help business, labor and 
the people generally.” 

Business men, in the opinion of New Dealers, 
never have stated their case against the New Deal 
more forcefully than it is stated by the leaders 
of one branch of organized labor. 


Further “Experimenting” 


Made More Difficult 


This appeal for an attitude of Government 
that will enable business men.to regain confi- 
dence and thereby to venture with enterprises 
that will create more jobs is the same appeal 
that industry has. made for four past years. 
Coming from labor, it serves to make difficult 
any move by the White House that might look to 
new experiments in the field of taxation or busi- 
ness regulation. 

Conservative sentiment, on the basis of late 


‘developments, appears to have checked very defi- 


nitely the trend toward more and more Govern- 
ment control in the field of business regulation. 
But the same sentiment has yet to show its abil- 
ity to check the trend toward continued large- 
scale spending for relief and farm benefits and 
old-age pensions. | 

The day of rapid fire changes in Government 
experiments is over, at least temporarily, in the 
opinion of New Deal experimenters. Whether 
this means recovery is a question that the future 
will answer. 


TITLE REG. U. 8. PAT. OF? 


The Voice 


of Government 


OSWALD RYAN 


Member, Civil Aeronautics Authority 


UROPEAN threat to American aircraft expor:s 
goes hand in hand with the recent expansion 
of German and Italian air lines in South Amer- 
ica. German airlines today form a ring around 
South America except for the northern coas', 
they penetrate the interior, criss-crossing from 
trade center to trade center, and the Italian air 
services are rapidly expanding in the same field. 
German and French air lines operate regular 
scheduled services across the South Atlantic, and 
Italian and British air lines plan to connect their 
countries with South America over the sam® 
route. 

And, remember, the German and Italian pene 
tration in Latin America is the well-considered 
thrust of a national program; a program bent 
upon commercial, cultural and political domina- 
tion, and backed by the most modern stream-~ 
lined propaganda machine the world has eve! 
seen. 

The Civil Aeronautics Authority is completin® 
a detailed study of all air line operations in Latin 
America, looking toward early improvement 0°! 
our international air services. There is included 
in qur 1940 budget a request for funds to erec! 
seven rotating airway beacons through the Wes! 
Indies, thus making it possible to draw South 
America one day closer by air to the United 
States. 

(From a radio broadcast, over NBC networks 
from Washington, February 12.) 
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Aid for 


problems once more are con- + 


cerning Congress. 
But this time attention is being 


directed at private debt as well as | 


the public debt. 


The problem, as explained by some 
Congressmen and Government eco- | 


nomists who are engaged in a re- 
cearch study for the Temporary Na- 


t onal Economic Committee, is com- | 


ceated. Some phases of the debt 
seekers are described as too much 


Old debts press hard on 
many businesses. Congress 
takes up the problem. 


like 1929 and the other pre-depres- 
son. years Of prosperity. Other 
pnases are described as too much 
gnlike-1929. 

One situation which is found to be 
nuch like 1929 is the debt status of 
many private firms. Many concerns, 
so the investigators find, still are 
struggling with the debt load of the 
20's. 

Now these busineses, just as in the 
cose Of distressed farmers and dis- 
tressed home owners before the Gov- 
ernment intervened to help them, 
are finding the burden of paying off 
debts, incurred when earnings pros- 
pects were much better than today, 
a major problem. 


But Congress so far largely has 
disregarded the debt reorganization 
problems of these private concerns 
except for certain revisions of the 
bankruptey law. These are of help 
only if a firm goes into bankruptcy. 


Not only has Congress largely dis- 
regarded industry’s debt reorganiza- 
tion problems; it has added to in- 
dustry’s difficulties. 

This has come about through tax 
increases, 

The chief reason taxes have been 
increased is the huge increase in 
povernmental spending, which to a 
large extent has replaced private 
cebt with governmental debt. 


' declined 


Debt-Ridden* Businesses? 


—Harris & Ewing 


UNCLE SAM’S BANKERS HOLD A MEETING 


A new photograph of the Board of Governors of constituted: 
(left to right) Ernest G, Draper, Chester C. Davis, M. S. Szymczak, Marriner S. Eccles, Chairman; 
Ronald Ransom and John K. McKee. 


Data gathered by the Twentieth 4 gress directly to stimulate business + moted in two ways: by making cer- 
Century Fund show the extent to | 


which this has occurred. 


Whereas in 1929 the governmental 
bonded debt, 


investment. 
This new approach, as explained 


| by Congressmen interested in it, ts 


including both State | 


and local government as well as Fed- | 
eral debt, totaled only 32 billion dol- | 
lars, in 1937 it totaled 53 billion dol- | 


lars. 

And while in 1929 short term busi- 
ness debts totaled 53 billion dollars, 
in 1937 they totaled only 30 billion 
dollars. 


In other words, bank loans and 
other working capital indebtedness 
in practically the same 
amount that public investments in- 
creased. 

Thus, business and industry in ad- 
dition to carrying the burden of its 
cwn debt also has the burden of 
carrying a large amount of tax bur- 
den as a result of increased Govern- 
inental indebtedness. 


So in addition to considering the 1 


problem of private debt reorganiza- 


tion, moves are being made in Oon- 


being developed on the premise that 
direct assistance to business and in- 
dustry would be less costly and more 
productive of reemployment than 


the indirect method of attempting | 


to aid business through Govern- 
mental pump priming. 

Since 1930, observes Rep. Albert 
J. Engel, (Rep.), of Michigan, who 
nas made a detailed, critical analy- 
sis of present pump-priming meth- 
ods, the national debt has been 
increased by approximately 24 bil- 
Jion dollars and yet there are more 


unemployed than when the period | 


oi: deficit spending began in 1930. 

The reasoning of legislators who 
have dug into the problem of at- 
tempting to stimulate recovery 
though direct assistance to business 
is typified by the observations of 
Mr. Engel. 

Governmental aid for business, 
Mr. Engel contends, should be pro- 


tain types of desirable loans which 
Cannot be made by banks and by 
guaranteeing bank loans in some- 
what the same manner that mort- 
gage loans now are guaranteed by 
the FHA. 

A number of measures have now 
been introduced in Congress which 
propose to extend governmental aids 
to business. 

Senator Mead (Dem.), of New 
York and Representative Allen 
(Dem.), of Pennsylvania introduced 
@ measure into thé Senate and 
House, respectively, last week to -pro- 
vide for insuring bank loans when 


— such loans would enable business 


“to increase its production, extend 
sts operations, or modernize its plant 
and equipment.” 

This means that through such a 
program an intermediate credit sys- 
tem might be built up to make long 
term loans available for small busi- 
hesses which ordinarily are unable 


banks or to float securities issues; 


' ance Corporation point out, 


BEHIND A RECORD BANK FAILURE: 


+ 


OLD LOANS VS. NEW CONDITIONS 
| 


_ | posits, 


HE failure of the New Jersey Title 
Guarantee and Trust Company, 
second largest bank in Jersey City 
N. J., on Feb. 14 illustrates how the 
huge debt structure created in the 
boom days of the ’20’s has remained 
tu haunt efforts toward rehabuilila- 
tion of some banking institutions 
even a decade after the mistakes in 
lending were made. 

Troubles of the closed bank, offi- 
cials of the Federal Deposit Insur- 
as in 
distressed 
grew out of 


the case of many 
financial 


other 
institutions, 


optimistic appraisals of real estate | 


values and prospects during the ’20’s 


which led to unwise extensions of | 
credit and to purchase of unsound 


securities. 

When the depression hit, mort. 
fagors were unable to repay their 
loans and then when a bank fore- 
closed it was unable to sell its reai 


| estate holdings at a profitable price 


Thus the New Jersey Title Guar- 
antee and Trust Company acquireda 
tremendous amount of “dead vood” 
in the form of real estate and real 
estate loans. 


Cial statement of the bank. Out of 


total resources of approximately 31 
inillion dollars, about 21 million dol- 
lars was listed .as mortgage loans, 
mortgages and trust funds to secure 
mortgage certificates and as hold- 
ings of banking houses and other 
real estate. 

Total real estate holdings of the 
bank at the time it was closed were 
estimated at approximately 11 mil- 
lion dollars, or more than one-third 
of its resources. Average holdings for 
all insured banks is 3 per cent. 

Although the failure of the Jersey 


Another legislative proposal which 
has been introduced by Senator Pep 
per, (Dem.), of Florida, proposes a 


system of regional industrial banks 


Included among the legislative 
measures to provide direct aid of 
this type for business, also, are a 


_ proposal sponsored by Senator Wag: 


} 


ner (Dem.), of New York to estaolisin 
a Federal Mortgage Bank for dis- 
counting and purchasing mortgages 
on urban real estate, and a measure 


sponsored by Ra&prese1 Brown 
(Rep.), of Ohio, give additional! 


either to obtain such loans from | 


lending powers banks, 
GLENN NIXON. 


City bank involved 39,000 depositors , 


and $22,500,000 of unsecured de- 


banking circles outside the imme- 


diate’ area affected. 


Yet before the organization of the 


Federal Deposit Insurance Corpora-, 


tion in 1934, such a bank closing 


it aroused little concern in | 


ably less than 18 million dollars bee 
cause the FDIC will receive some. 
thing from the assets of the closed 


bank. These are understood to be 
‘largely liens on Jersey City real es- 
| tate. 


almost always brought a wave of de- | 
| flationary influences extending far 


beyond the region affected directly. 


The present bank deposit insur- 
ance system, guaranteeing deposi- 
tors in all insured banks against 
losses up to a maximum of $5,000, 


That other bank depositors own- 
ing the 21 billion dollars of deposits 
throughout the United States cov- 


/ ered by FDIC insurance need have 


‘ome into existence because more | 


than three billion dollars of deposi- 


tors’ funds were dissipated through | 


bank failures during the years be- 
tween 1865 and 1933. ~ 

The FDIC reports that it will make 
good some 18 million dollars of the 
New Jersey Title Guarantee and 
Trust Company’s deposits and will 
reimburse in full all but 400 of the 
depositors. 


no worries about the ability of the 
FDIC to protect them against loss up 
to the guarantee maximum of $5,000 
is shown by data as to the resources 
of the agency. 

These data show that the FDIC 
bas approximately 430 million dol- 
lars of capital and surplus and 
power to borrow up to one billion 
dollars. Also, the insured banks 


' have capital funds of more than six 


The failure is by far the largest | 


| Single ‘bank failure covered by the 


"e | Federal deposit guaranty. 
This is shown by the Dec. 31 finan- 


In the 


whole year.1938, for example,.deposit~ 


insurance losses and 
amounted to only $8,700,000. 


expenses 


Actual loss to the FDIC from the | 


failure will, of course. be consider- 


billion dollars which could be drawn 
upon. 
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while preparing your Income Tax Re- 
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status of your investments. The folder illustrated above tells at a 
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THE NEW YORK SUN, Circulation Dept. S. 
240 Broadway, New York, N. 


For the $1.50 enclosed, please send The New York Satur- 
day Sun, containing its many special pages and interesting 
features, to this address for one year, (Canadian rate, $2.00), 


J UST look at the wealth of interesting subjects 
The New York Saturday Sun brings you every 
For each member of the family, The 
| Saturday Sun presents news “a information 
about a fascinating variety of hobbies, arts, 
sports and other popular interests—material that 
cannot be found in any other publication. For a 
wholeebright year of week-ends with The‘New 


York Saturday Sun, fill out and mail the coupon 


52 Big Issues of 
The Saturday Sun 


For Only $1 50 


‘This offer not good for papers to be U.S... 
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“In proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.” 


GEORGE WASHINGTON 


United States 


Vol. VII, No. 8 


February 20, 1939 


“I wholly disapprove of what you say but will 
defend to the death your right to say it.” 


VOLTAIRE 


To the Republican Minority: 


Your members are manifesting an excellent 
spirit of cohesion. The defensive alliance is 
good politics and conforms with the past ex- 
perience of effective minorities in Congress. 

But political detense is not enough. 

The people in 1940 will never exchange just 
one group of politicians for another. There 
must be some promise of affirmative gain in 
any swap. 

The last election plainly revealed a protest. 
In this were several ingredients, among them 
a middle class revolt against higher taxes 
and reduced incomes, and a feeling of economic 
indigestion with respect to the numerous gov- 
ernmental experiments. These had billions of | 
dollars of public funds without achieving the 
desired end—the absorption of 10,000,000 un- 
employed. 

But this protest was not clear-cut. It repre- 
sented a negative tide which drew its strength 
from many streams of influence some of them 
ultra-conservative and hence favorable to the 
repeal of virtually all social legislation and 
some which were favorable to the liberal pur- 
poses but not the method of executing them. 

The Republican party in the nation has been 
a party of the people. It has at times been 
dominated by small groups to whom a sense 
of social responsibility on the part of Govern- 
ment is an anathema. These groups are op- 
posed at heart both to the purpose and the 
method embraced in the legislation of the last 
five years. It is supposedly good politics to 
keep all groups in line. 

But will such strategy win for the Repub- 
lican in 1940? 
Grave doubts may be 
PEOPLE TIRED entertained that the na- 

OF PARTISAN tion will accept the Re- 
POLITICS publican party as regen- 
erated, as the party of the people, as the true 
friend of labor and the true friend of agricul- 
ture if it merely hides behind pious promises 
and platitudes and simply carries on a guerilla 
warfare against the Democratic measures. 

What other course is possible? 

The sound course, the patriotic course, is the 
course that recognizes facts and does not de- 
lude itself with the old strategy of political 
hacks who keep issuing long-winded declara- 
tions about the return to “the American way” 
and the importance of “private initiative”. 

The time has passed for much of that ex- 
hortation. The principle of the American way 
already has been accepted. This was proved 
when the “court packing” bill was defeated. 
What the country wants to know now is how 
under the American way and under private 
initiative the 10,000,000 workers are to be given 
employment and how government expenses 
are to be curtailed and taxes reduced and mar- 
kets found, both here and abroad, for our pro- 

duction. 

STATES RIGHTS in 
CANNOT END ing—to understand that a 
DIFFICULTIES country of 130,000,000 per- 
sons is not the same as a country of 30,000,000 
and that congested cities and areas make for a 


multiplicity of problems that cannot be solved. 
by orations on the subject of states’ rights or : 
When a small town of 5,000 . 


“local” rule. 
population supported by a plant employing 
1,000 workers finds that through circumstances 
in another state the pay roll is suddenly stopped 
and the 1,000 men are thrown on the town, it 
does no good to shout the cry that each com: 
munity should “take care of its own.” 

Likewise when the mines of a given state 
are closed down and the main sources of local 
tax revenue are dried up because of economic 
stagnation it is no time to say that each state 
can look after itself. 

Let us be honest with ourselves—the com- 
merce clause of the Constitution has been, in 
effect, rewritten in the last three years by the 
Supreme Court of the United States. We have 
matured as a nation, we have grown up. 


for Concrete Fulfillment of Pledges 


— DAVID LAWRENCE 


Robert G. the famous Republican 
| orator who had ncminated James G. Blaine in 
| 1884 for the presidency, said in a published 
interview in February, 1836: 

“I think the people can hardly be aroused to en- 
thusiasm by the old names. Our party must take ' 
another step forward. We cannot live on what we 
have done; we must seek power for the sake, not of 
power, but for the accomplishment of a purpose. We 
must reform the tariff. We must settle the question 
of silver. We must have sense enough to know what 
the country needs, and courage enough to tellit. By 
reforming the tariff, I mean protect that and that 
only that needs protection—laws for the country 
and not for the few. We want honest money; we 

| want a dollar’s worth of gold in the silver dollar, L 
|__and_a dollar’s worth of silver in a gold dollar. We 
want to make them of equal value. Bimetallism does 
| not mean that eighty cents’ worth of silver is worth 
| one hundred in gold. 

“The Republican party must get back its con- 
science and be guided by it in deciding the questions 
that arise. Great questions are pressing for solution. 
Thousands of working people are in want. Business 
is depressed. The future is filled with clouds. What 
| does the Republican party propose? Must we wait 
| for mobs to inaugurate reform? Must we depend on 
| 
| 


police or statesmen? Should we wait and crush by 
| brute force or should we prevent? 

| “The toilers demand that eight hours should con- 
stitute a day’s work. Upon this question what does 
our party say? lLabor-saving machines ought to 
lighten the burdens of the laborers. It will not do 
| to say “Over production” and keep on inventing ma- 
_ chines and refuse to shorten the hours. What does 
our party say? The rich can take care of themselves 
if the mob will let them alone, and there will be no 
mob if there is no widespread want. Hunger is a com- 
munist. The next candidate of the Republican party 
must be big enough and courageous enough to an- 
swer these questions. If we find that kind of a 
candidate we shall succeed—if we do not, we ought ° 
not.” 


— 


Whether we like it or not certain functions re- 
lating to business and industry have become 
functions of the national government and will 
never be assumed by the states or left to lie 
dormant by reason of a legalistic controversy 
as to the theoretical boundaries of our states. 


CENTRALIZED Centralized government 
become excessive. It 
GOVERNMENT ““_ 


can go to extremes. It 
HERE TO STAY should be held in check. 
But centralized government is here to stay 
and the progressive side of the argument is 
to supply ways and means of checking cen- 
tralized government by affording the people, 
through the recall system, honest legislators 
and ways and means of promptly getting rid 
of incompetent public servants, whether in ap- 
pointive or elective offices. 

Democracy throughout the world is on trial. 
It would be tragic if America allowed the legal 
technicalities of dual sovereignty to interfere 
with the development of her national unity at 
a time when totalitarianism with its coercion 
through national discipline and its lack of red 
tape is taking advantage of the weaknesses 
of bickering democracies. 

The Republican party has a duty, therefore, 
to be the progressive instrumentality through 
which centralized government can be made 
adequate and efficient, and through which the 
economic forces of the private business of the 
country can be stimulated. 

Business is at heart honest and patriotic. 
But it is also selfish. This is inherent in the 
acquisitive nature of business enterprise. But 
business in the main is law-abiding and what it 
wants now, since regulation to a large extent 
As inevitable, is regulation which is intelligent, 
“understandable and clear-cut. It wants to be 
protected against arbitrariness and the 
tyranny of the official zealot. 


SHOULD OFFER Concretely then, the 
INCENTIVES Republican party must 


tackle at once a legislative 
TO BUSINESS program to be submitted 


at this session of Congress. It could be formu- 
lated along these lines: 

1. A complete program must be offered for 
revision of taxes on he basis of an incentive to 
increase business volume and thereby to in- 
crease our national income. 

2. Machinery must be provided for the reor- 


Subsciiption Rates: One Year $2; Postage to Foreign Countries Extra. 


ganization of private debt in business through 


vy cooperative governmental agencies such as are 


now available to the farmers. 


APPEAL FOR REALISM 


Poth the Republican Minority and the Democratic Majority Are Evading Their Obligations to the 
People and Ignoring the Mandate of the Last Election— The Time Has Arrived 


v 


BE ASSURED 


3. An intermediate credit system must be_ 


established to permit ten-year and fifteen-year 
loans to business through a system of private 
credits insured through governmental agen- 
cies, that is, applying the same principle to en- 
terprise as is used by the Federal Housing Ad- 
ministration in insuring mortgages on real 
estate. 

4. Facilities must be provided in government 
to organize and help finance the export busi- 


ness of the United States so that we may com- 


pete in world markets. 


LABOR MUST . 5. American agriculture 


must be given an opportu- 
nity for a production bal- 
OF ITS RIGHTS anced to world demand. 
This can be done by proper encouragement to 
the flow of American credit to foreign coun- 
tries and by intelligent trade policies. 

6. The Republican Party must adopt a 
sympathetic attitude toward reciprocal trade 
agreements and eschew every suggestion that 
seeks to sabotage them, offering instead only 
those measures which will tend to enlarge 
world trade. For without an increasing world 
trade, American agriculture will face more and 
more poverty and the buying power of our 
agricultural areas will not be able to absorb 
the products of our manufacturing cities. 

7. The Wagner Act must be strengthened 
by making its provisions as to procedure more 
specific and making it mandatory for the Labor 
Board to certify if there’s a majority the mo- 
ment a dispute arises as to collective bargain- 
ing. 

8. Provision must be made for an enlarge- 


‘ment of the present conciliation service in the 


Department of Labor so as to reduce the total 
number of strikes. The record of the Concilia- 
tion Service is remarkably efficient and its op- 
erations can well be extended at a small cost 
to the nation in getting experienced mediators. 
The result would be a tremendous saving in the 
amount of money now being lost through 
strikes and labor disputes. 

9. There must be prompt revision of the 
social security program to a pay-as-you-go 
basis. The problem of medical care for the 
indigent should not be left to hit-or-miss de- 
cision by individual doctors or to local authori- 
ties which are incapable of providing medical 
care. Bearing in mind that local communities 
should provide their own group hospitalization 
plans in cooperation with local medical so- 
cieties, the problem of federal aid for areas 
incapable of caring for their sick is one for 
federal or state financing. 


NEW RELIEF 10. A relief plan must be 

formulated whereby the 
PLAN MUST government expense in 
CUT COSTS 


caring for the unemployed 
shall be administratively less and less as jobs 
are found for those capable of working. Im- 
provement and enlargement of the govern- 


ment unemployment offices of the country- 


should be made at once with emphasis on 
scientific analysis of individual fitness for jobs. 

11. Prompt mobilization of economic data 
by the government so that current surveys of 
economic factors influencing unemployment or 
employment will be made irrespective of polit- 
ical influence or control. If the sudden im- 
position of the pay-roll tax caused the recession 
of 1937 and if the forthcoming additions to the 
pay-roll tax will produce more disequilib- 
rium and more damage to the price structure, 
these facts should be thoroughly investigated 
and exposed to view so that corrective meas: 
ures may be applied before it is too late. 

The Republicans know what are the ills of 
the country. But can they assure the inde- 
pendent voters that they will dare to cure 
them? Or do they, the Republicans, believe 
the nation will give them a blank check merely 
because of the mistakes of the Democrats? 

The time has come for the Minority to pre- 
sent a constructive legislative program. 


(Next week there will be suggested a program 
for action by the Democratic majority.) 


Address The United States News. 220) M Street, N. W., Washington. D.C. 


) ew editors of The United States News for a 
long time have thought it would be helpful 

if we could share with our readers some of 

the behind-the-scenes activities that go into the 

making of our national newspaper. We thought 

you might like to know each week a little some- 

thing about why we select certain articles, how 


and why our front page Pictograms are chosen 
—and our other features. 


Ww 
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A few days ago in our regular Monday morn- 
ing news conference the subject turned —as 
it does at a lot of conferences these days—to a 
discussion of spending and unemployment, why 
there are still 10,000,000 persons out of work. 
One of the editors opined paradoxically that it 
was because the country had too much money. 
It was finally decided to do some research. 


Our economist won his argument. What’s to 
be done? We have tried to give the answer in 
the Page One Pictogram and article. The 
modern economic riddle—IDLE MONEY AND 
IDLE MEN. 


x * * 


With the scdrching exchange of 
by President Roosevelt and that “unrecon- 
structed rebel” from Virginia, Senator Carter 
Glass, over “Senatorial courtesy” (following the 
rejection of Floyd Roberts’ nomination to a 
Federal judgeship in Virginia) still ringing in 
our ears, we decided to find out if there 
is anything wrong with the method of selecting 
appointees to the Federal Judiciary. 


xk * 


No one really seemed to know any more about 
it than we did. Why not ask some people who 
do know? And who would know more about it 
than, say—former United States Attorneys 
General, members of the Judiciary Committees 
of Congress, and deans of our great law 
schools? 

So we asked them. You can read their answers 
in “The Question of the Week,” on Page Four. 
At least, you can read many of them. You'll 
have to wait for the rest until next week, as the 
response to our questions was so great that for 
Space reasons we had to hold over many an- 
swers from most important people. | 


@ 


The list of n@mes on that page reads like a 
“Who’s Who of Law.” Prominent among them 
you will find that of no less an authority than 
John G. Sargent, President Coolidge’s At- 
torney General. You will find Mr. Sargent’s 
account of his experiences with Congress in se- 
lecting judges for the Federal bench intensely 
interesting. We did. 


* 


We know that our readers like what we an 
“full texts.” We know by our letters. We know 
by the reaction of readers of The United States 
News who have been writing to the authors of 
these speeches or statements. So we recom- 
mend two “full texts” in this issue: One on 
Page Eight, by Walter D. Fuller, president of 
the Curtis Publishing Company, and the other 
by Herbert Hoover on Page Eleven. 


Mr. Fuller thinks this is a tax depression and 
unmincingly tells why. Mr, Hoover gave his 
views on major issues in the 1940 elections at 
the Lincoln Day dinner in New York. It cost 
his fellow diners $25 to hear it ... No extra 
charge for this issue.... 

But we did receive many requests to print Mr. 
Hoover's address and one was in: the form of a 
telegram from a valued (he*has a three-year 
subscription) reader in Detroit. He said (pre- 
paid, thank you): 

“I would like the opportunity of leisurely 
reading the text. It is only natural to assume 
that most of your public have a like feeling.” 


Just to end the argument between two of our 
editors as to whether any other President ever 
attended a secret demonstration of America’s 
full naval fleet, as Mr. Roosevelt is doing now, 
we sent one of our most trusted scouts to the 
Navy Department to find out. He found out a 
lot of things about Presidents and fleets and we 
tell you all about it in The President’s Week on 
Page Two. 

Read what President Wilson had to say about 


- German war strength in 1917, 


x * 


Some important whispers on Page Two this 
week, as every week. Business men will be in- 
terested, among other things, in what our Ear- 
to-the-Ground Department has to say about a 
new tax bill, about which plans are being kept 
very quiet. 


E. WorTH HIGGINS, 
Managing Editor. 
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